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THE PROBLEM OF WAR DEBTS.—II. 


ECEMBER 11th was the turning point in the drama of 
the negotiations for postponement of the December 
instalments of War Debt payments. On December 8th, 

as a result of discussions between Mr. MacDonald, Mr. Neville 
Chamberlain and M. Herriot, it had been agreed that the position 
created by the Lausanne Agreement should, for the moment, 
remain unaffected by the situation which payment of the December 
instalments of the American War Debts would create. At the same 
time the Chancellor of the Exchequer made urgent representations 
to the French Premier as to the necessity of maintaining a united 
front in the matter of the Debts, and urged that Great Britain and 
France should make payments on the appointed date. M. Herriot, 
though, as he later disclosed,* realising that such action would 
almost inevitably bring about the fall of his Cabinet, agreed to 
recommend payment to the Chamber, and the discussions broke up 
in amicable agreement. 

The almost inevitable defeat with which M. Herriot was faced 
was indicated in the sessions of the Chamber Committees of Finance 
and Foreign Affairs which took place on December gth. The first 
of these bodies adopted a Resolution that payment on December 
15th should only be made with reservations, while the Foreign Affairs 
Committee framed two alternative proposals for submission to the 
Chamber, the first, that payment should be made on the express 
understanding that an international conference should be called to 
review the whole situation, or, secondly, that payment should not 
be made, and that the whole question should be submitted to 
international arbitration. 

The British Government, for their part, addressed a Note to 
Washington on December 11th in accordance with the terms of their 
Agreement with the French Government of December 8th. Pay- 
ment, the Note stated, would be made on December 15th, but 
such payment was not to be regarded as a resumption of the annual 
instalments contemplated by the existing Agreement. It was being 
made because there had not been sufficient time for discussion with 
regard to that Agreement, and also because the United States 
Government had stated that in their opinion such a payment would 
greatly increase the prospects of a satisfactory approach to the 
whole question :— 

“His Majesty’s Government propose accordingly to treat the 
payment on December 15th as a capital payment of which account 
should be taken ‘in any final settlement, and that they are making 
arrangements to effect this payment in gold as being in the circum- 
stances the least prejudicial of the methods open to them.” 





(1) See Bulletin of International News. Vol. IX, No. 12. (December 8th, 1932.) 
(2) See L’Eve Nouvelle, December 30th, 1932. 
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The Note went on to point out that this procedure was obviously 
exceptional and abnormal, and that the British Government desired 
an early exchange of views for the conclusion of an Agreement 
before the next payment became due on June 15th, 1933. 


Both the legal and the tactical sides of this proposal are open 
to question. It is, for example, very uncertain by what right 
the British Government propose to make a capital payment as part 
of a final settlement. No such provision is included in the Debt 
Funding Agreement of 1923, which is the legal instrument governing 
relations in this matter between the two countries, and it was 
similar unilateral action with regard to the Debts which both 
Great Britain and France had so strongly deprecated in the case of 
Germany. The tactical weakness of the British case was early 
evident. The British Note was received in Washington at 7.30 a.m. 
and was the subject of an immediate conference between the 
President and the Secretaries of State and of the Treasury. By 
the same evening the United States reply had been handed to the 
British Ambassador, and from its tone it was evident that the 
American Government considered the proposed British line of 
action both “ exceptional and abnormal.” 


The United States Administration, it declared, had “‘ no authority 
to accept any conditions for repayment other than those contained 
in the Debt Agreement, which Congress alone has power to alter. . . 
The Executive has no power to amend or alter them either directly 


or by implied commitment.” The payment of December 15th, 
must, therefore, be made in accordance with the terms of the Debt 
Funding Agreement, and as a simple instalment of the principal 
and interest due. 

The publication of this Note on the morning of December 12th 
coincided with the opening of the debate in the French Chamber 


on War Debts, and played therein a very important part. Mr. 
Stimson had already answered the reservations which the Chamber 
would wish to attach to payment before they had been made, and 
from the first, therefore, it was clear that though M. Herriot might 
argue and cajole never so guilefully, the dice were loaded against 
him; and his position was still further complicated by the fact 
that he, himself, had voted against ratification of the Debt Agree- 
ment with America and the acceptance of the Hoover Moratorium, 
and now found it incumbent upon him to defend the signature of 
France upon both documents. 

Nevertheless, he struggled bravely. In his opening speech he 
reviewed the whole situation and arrayed the arguments in favou! 
of paying the December instalment. He protested that the con- 
nection between the debts of France and German reparation péy- 
ments was already a fact and enumerated the occasions on which 
this had been established. He reiterated the principle that Frances 
capacity to pay meant her capacity to pay out of German reparations. 
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Upon America alone rested the responsibility for the bouleversement 
of this system, which had been upset by the Hoover Moratorium. 
Europe at Lausanne had fulfilled her part of the Agreement reached 
between M. Laval and Mr. Hoover in October, 1931 ; she had set 
her house in order, and looked to the United States to make corres- 
ponding adjustments. Yet payment must be made, but with 


reservations. 


On the following day the Cabinet submitted for the approval 
of the Finance and Foreign Affairs Committees of the Chamber the 
text of a proposed Note to America. This was couched in terms 
very similar to those of the British Note of December 11th, and 
demanded that payment on December 15th “should rank as a 

ayment on account of the new Agreement to be arrived at.” It 

asked for the opening pf early negotiations for revision and stated 
in conclusion that “‘so long as the situation resulting from the 
Moratorium persisted, and unless a new general settlement of 
international debts has been established, France will be unable, 
both in fact and in law, to continue to bear the cost of a system 
which can only be justified in good faith by the reparation payments 
being met.’”’ The Committees rejected the proposed Note, and 
unanimously adopted a motion to be put before the Chamber to 
the effect that “‘ the Chamber, pending the necessary international 
negotiations, invites the Government to postpone the payment due 
on December 15th.” 


The debate continued throughout December 13th and was 
wound up in the small hours of the following morning by a final 
appeal by M. Herriot not to force the Government to dishonour 
France’s signature. He pleaded for the maintenance of Anglo- 
French solidarity which had been the keynote of Lausanne, and the 
abandonment of which would isolate France. In a last desperate 
torrent of reproach and despair he implored the Chamber to consider 
the effect of default on the Disarmament Conference and on the 
future of Europe, and to reflect before it was too late as to what 
it meant when a great nation like France repudiated its signature— 
the very crime with which they had always reproached Germany. 
“ You are wrong,” he cried in conclusion, ‘‘ you do not perceive it 
now, but you will, soon enough. The day will come, perhaps in 
a year or two, when a Treaty will be presented to you from some- 
where less distant than Washington. The responsibility will not 
be mine. And you are smashing all this for a mere 480 million 
francs.”’ 

But all M. Herriot’s eloquence availed him nothing. Outside 
the Chamber the Camelots du Roi were demonstrating, beating at 
the gates and crying ‘‘ pas un sou,” a cry re-echoed in the heart of 
nearly every Deputy. The American Reply to Great Britain had 
already warned them that payment with reservations would be 
rejected, and when the final count was taken the Chamber recorded 
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its want of confidence in the Government by 402 votes to 187, the 
127 Socialists voting with the Right. 

M. Herriot resigned, and, after a vain effort by M. Camille 
Chautemps, a new Cabinet was formed on December 18th by M. 
Paul-Boncour, who in his Ministerial Statement (December 22nd), 
though he declared his policy to be a continuation of M. Herriot’s, 
did not attempt to seek the approval of the Chamber for payment 
of the December instalment. 


Meantime, on December 12th, the British Government had 
despatched a fourth and last Note to Washington, explaining that 
their Note of the previous day was in no way intended to touch 
upon any matter affecting the constitutional position of the United 
States Government, but merely “ to state clearly their own position 
in regard to the payment on December 15th, and explain the cir- 
cumstances in which they had decided to make that payment.” 
The Note should be read solely as relating to their own position, that 
they made payment subject to the considerations set out, and 
“they must reserve the right to recur to those considerations in 
the examination of the whole question to which the United States 
Government have agreed.” 

The whole question of payment was reviewed and debated in the 
House of Commons on December 14th, when the Chancellor of the 
Exchequer set out the case for the Government’s policy. Despite 
the attacks of Mr. Lloyd George and Mr. Winston Churchill this 
policy received the approval of the House, and the Chancellor 
explained that payment would be made in gold, the sum being paid 
by the Federal Reserve Bank and an equivalent amount earmarked 
for future shipment from the Issue Department of the Bank of 
England. Payment, he added, would mean a deficit of £29} million 
in the Budget, which would be met out of savings in the interest 
on the floating debt and out of a reduction in the Sinking Fund. 
“‘ This shows that the process cannot be repeated, and the position 
of the British taxpayers is quite enough to make them refuse to 
pay if ever they lose all hope of receiving.” 

On December 15th, therefore, payment of the instalment due 
was made by Great Britain, Italy, Czechoslovakia, Finland, Latvia 
and Lithuania, while France, Poland, Belgium, Estonia and Hungary 
were in default. 

In America the reaction towards the French attitude was less 
violent than might have been expected, and though the placards of 
the London evening newspapers on December 15th carried the 
news “U.S. Fury with France” this state of mind was not—at 
least to any degree publicly—reflected in the official attitude at 
Washington, where conversations were at once opened between 
Mr. Stimson and the French Ambassador with a view to finding 4 
basis of agreement. 

A further surprise was encountered in the postponement on 
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December 16th of the debate which had been scheduled in the Senate 
for that date on the subject of foreign debts, with special reference 
to the position of France, and the public were thereby deprived of 
a lively oratorical battle. 

The need for wariness on the part of the Administration was 
} further emphasised by the revival of the old rumour that some 
assurance had been given to the creditors of Germany in the course 
of the Lausanne Agreement that the adjustment of the reparation 
payments would be followed by an adjustment of their debts to the 
United States. The President and the Secretary of State could 
only repeat the démentt issued in July that they were unwilling 
to have this old bogey reawakened.* 

Mr. Hoover’s next step was awaited with the greatest anxiety. 
On the afternoon of December 17th he called a conference at the 
White House of the Secretaries of State and of the Treasury, the 
Governor of the New York Federal Reserve Bank, and the Chairman 
of the Senate Finance Committee. A general discussion of the 
position took place, at the close of which two important decisions 
were reached. The first was that the President should make a 
final appeal to Congress in the form of a Special Message urging the 
necessity and wisdom of a re-examination of the Debt Settlements ; 
and the second, that the President should again seek the co-operation 
of Governor Roosevelt in dealing with the situation which had 
arisen in the matter of the European Debts. 

The same evening, therefore, Mr. Hoover addressed a telegram 
to the President-Elect asking his collaboration in setting up machin- 
ery in the form of a Commission composed in part of delegates to 
the Disarmament Conference and to the Preparatory Committee 
of the Economic Conference, which should inaugurate “a free and 
direct round-table discussion with each Government separately, 
where agreement may be had upon facts and where conclusions 
may be reached.” 

Governor Roosevelt, after discussions at Albany with his advisers, 
Mr. Owen D. Young and Mr. Bernard Baruch, telegraphed on the 
night of December 19th protesting his anxiety ‘‘ in every proper way 
to be of help.”’ This desire, however, was considerably modified by 
what followed, which was, in effect, a statement by the President- 
Elect that though preliminary conversations with the debtor 
States was desirable, these should be pursued through the existing 
machinery of the diplomatic service, or by supplementing it with 
special agents of the President himself. ‘‘ I am impelled to suggest, 
however,” Mr. Roosevelt continued, “‘ that these surveys should be 
limited to determining facts and exploring possibilities rather than 
fixing policies binding on the incoming Administration.’’ He added 
that he entirely approved and would in no way hinder such service.’ 


(1) See Bulletin of International News, Vol. 1X., No. 2, July 21st, 1932. 

(2) It would not appear to have occurred to Mr. Roosevelt that the time for 
pe pn had passed and that the moment for prompt and statesmanlike action 
ad arrived. 
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Then came the sting. Mr. Roosevelt gave as his reason fo; 
non-co-operation, 

‘‘the fact that under the Constitution I am unable to assume 
authority in the matter of the Agenda of the Economic Conferenc 
until after March 4th . . . , the fact that there appears to be, 
divergence of opinion between us in respect to the scope of the Con- 
ference . . . the fact that time is required to conduct the con. 
versations relating to debts and disarmament. I must respectfully 
suggest that the appointing of permanent delegates and the final 
determination of the programme of an Economic Conference be held 
in abeyance until after March 4th.” 


In the hope that his appeal to Governor Roosevelt would not 
be made in vain Mr. Hoover had, on December 1gth, addressed a 
Special Message to Congress in which he pursued the lines of pro- 
posals which he had made to the President-Elect. 

** Discussion of the Debts,”’ said he, ‘‘ is necessarily connected 
with the solution of the major problems at the World Economic 
Conference and the Arms Conference. The ideal way would therefore 
seem to be that some of our representatives in these matters should 
be selected at once, who can perform both the functions of preparing 
for the World Conference, and to exchange views upon the Debt 
questions with certain nations at once, and advise upon the course 
to be pursued as to others.. . . On the side of the Executive 
this is no derogation of either executive authority or independence ; 
on the side of Congress it is no commitment, but provides for sub- 
sequent presentations to Congress of the deliberations, intricacies, 
reasoning and facts upon which recommendations have been based, 
and is of the first importance in enabling Congress to give adequate 
consideration to such conclusions.” 

“* Discussions in respect to both the Debt questions and the World 
Economic Conference cannot be concluded during my Administration, 
yet the economic situation in the world necessitates the preliminary 
work essential to its success. The undertaking of these preliminary 
questions should not be delayed until after March 4th.” 


Other parts of the President’s Message were devoted to the 
fall in prices, the domestic and economic situation, and armaments 
expenditure. But lest there should be any doubt as to his views 
on the all-important question of cancellation Mr. Hoover declared :— 

‘* My views are well-known: I will not entertain the thought of 
cancellation. I believe whatever further sacrifices we American people 
might make by way of adjustment of cash payments must be com- 
pensated by definite benefits in markets and otherwise.”’ 


It was not until after he had sent his Message to Congress that 
President Hoover received Governor Roosevelt’s reply to lis 
telegram of December 17th, and at first he was unwilling to accept 
the refusal as final. On December 20th he made a last appeal to 
the President-Elect. ‘‘ Unwilling to admit that co-operation cannot 
be established between the outgoing and incoming Administration,’ 
he pointed out that he had originally proposed not a solution but 
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merely the machinery through which a solution might be attained, 
and indicated to Mr. Roosevelt “‘ that when you assume responsi- 
bility on March 4th machinery of your approval will be here fully 
informed and ready to function according to the policy you may 
determine.” And he once more repeated the invitation that he 
would be glad if the Governor would “ designate Mr. Owen Young, 
Colonel House, or any other men of your Party possessed of your 
views and your competence, and at the same time familiar with 
these problems, to sit with the principal officers of this Administra- 
tion in an endeavour to see what steps can be taken to avoid delays 
of precious time and the inevitable losses that will ensue from 
such delays.” 


To this Governor Roosevelt replied on December 21st that he 
did not wish to delay any preliminary surveys or exploratory work, 
and would gladly receive information and expression of opinion. 
But :— 

‘‘For me to accept any joint responsibility in the work of ex- 
ploration might well be construed by the debtor or other nations, 
collectively or individually, as a commitment—moral, even though 
not legal—as to policies and courses of action. The designation of a 
man, or men, of such eminence as your telegram suggests would not 
imply mere fact finding ; it would suggest a presumption that such 
representatives were empowered to exchange views on matters of 
large and binding policy.”’ 


He, therefore, suggested that the President should proceed with 
the selection of his own representatives to conduct the preliminary 
exploration necessary, and also the representatives to discuss the 
Agenda of the World Economic Conference, though it should be 
made clear that none of these representatives should be authorised 
to bind their Government to any ultimate policy. If this course 
were adopted Mr. Roosevelt would be very happy to consult with 
the President freely during the remainder of his office. 


This final telegram at last convinced Mr. Hoover that he could 
neither beguile nor cajole the President-Elect into assuming res- 
ponsibility for the initiation of action over which he would have no 
control until March 4th, and in bitter disappointment the President 
issued a statement from the White House on December 22nd which 
gave decisive indication that no further action would be taken in 
the matter of War Debts by the present Republican Administration. 
“Governor Roosevelt,’”’ said Mr. Hoover, ‘ considers that it is 
undesirable for him to assent to my suggestions for co-operative 
action on foreign problems outlined in my letter to Congress. I 
will respect his wishes.”’ 


Congress, therefore, pigeon-holed the Presidential Message and 
adjourned for Christmas. Mr. Hoover also departed to his fishing 
camp. Governor Roosevelt, however, issued from the Executive 
Mansion at Albany a vigorous reply to Mr. Hoover's accusation of 
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non-cooperation: ‘‘I have made to the President,” he said, “; 
definite suggestion that he shall select his representatives to make 
preliminary studies, I have asked to be kept advised as to the 
progress of these preliminaries and I have offered to consult with 
the President freely between now and March 4th. I hope that this 
practical programme and definite offer of co-operation will be 
accepted.” 

No answering gesture came from the banks of the Rapidan, 
and the year closed with every indication that the problem of 
War Debts will remain in its present state of suspended animation 
until Mr. Roosevelt is inaugurated at the Capitol in Washington 
on March 4th, 1933. 

J.W.W-B. 





II 


THE PERSIAN GOVERNMENT AND THE OIL 
CONCESSION. 


N November 27th the Teheran representative of the Anglo- 
Persian Company received a communication from the 
Persian Minister of Finance informing him that the 

concession under which the Company worked in Persia had been 
cancelled, adding, however, that the Government was willing to 
open negotiations for a new concession “ based on the rights of 
both parties.’”’ This was followed by a letter which reached the 
Resident Director of the Company on November 30th, in which 
the Persian Government’s case was set out at length. This case 
was further developed in a statement issued by the Persian Legation 
in London on December Ist, in a Note handed to the British 
Minister on December 5th? in reply to the latter’s protest against 
the Persian Government’s action, and in a statement by the 
Foreign Minister in the Mejliss on December 15th. As space will 
not allow of a full review here of the many considerations involved 
in the questions at issue between the two Governments it is 
proposed only to outline briefly the main points put forward by 
the Shah’s Government in support of its action, as arguments 
purporting to show that the concession had lost its validity, and 
the replies made to these by the British Government and by the 
Oil Company. The British case has been set out in the following 
documents ; the Oil Company’s reply to the first Persian Note on 
November 28th; the British Government’s protest addressed to 
the Persian Government on December 2nd; the statement 
addressed to its shareholders by the Anglo-Persian Oil Company 
on December 5th ; the Government’s Note to the Persian Govern- 
ment of December 8th; and the Government’s Memorandum of 
December 16th to the League Council. 


The Persian Government appear to have contented themselves, 
in the beginning, with general, if not vaguely expressed, reasons 
for the attitude they had taken up, and then, as the implications 
of their action were brought home to them, attempted later to 
define more explicitly the points on which they were relying 
for justification of this. In his letter of November 30th to the 
Resident Director of the Company the Minister of Finance said 
the Government ‘ could not consider itself legally and logically 
bound to recognize the validity of a concession which has been 
granted before Persia possessed a constitutional régime, having 
regard to the manner in which the concession was obtained and 
granted at that time.’”’ The Note referred to recent discussions 
with the Company, which had caused the Government to lose 
hope of modifying the agreement by negotiation—it was the 
Company’s continual evasion of its attempts to discuss fresh terms, 





(1) The text of this was published on December 13th, 1932. The British Govern- 
ment’s protest had been communicated to Teheran on December 2nd. 
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it stated, which in the end had obliged the Government to resort 
to annulment. The Finance Minister also used a phrase which has 
been repeated more than once by the Persian Government, but 
without any definition as to its exact meaning—the concession, 
he said, did not sufficiently safeguard Persian interests, while 
on December 15th the Minister of Foreign Affairs explained to 
the Mejliss that the concession did not ‘‘ agree with legitimate 
Persian interests.’’ It is interesting to note that on the evening 
of the day on which the concession was cancelled the Teheran 
paper Et Talaat published a special supplement announcing 
that the Government had taken this step on account of the refusal 
of the Oil Company to grant Persia better terms, and in order to 
safeguard Persian rights. It also intimated that all loyal Persians 
should thank their Shah for this great present of the oil fields, 
which he had made to his people on the anniversary of the Pro- 
clamation of the Prophet.* 


The next official pronouncement was that made by the Persian 
Legation in London on December Ist. In this, after a disclaimer 
of any unfriendly feelings for Great Britain and British enterprise, 
it was explained that during the long period the Oil Company 
had been working the concession the Persian Government had 
not received what it considered an equitable proportion of the 
profits.» The Government had on several occasions urged the 
necessity for a revision of the agreement but, unfortunately, its 
request had not been complied with. The Court Minister had 
spent two months in London in 1931, when a new agreement was 
drafted, but 

‘“on the return of His Highness the Company expressed its wish 

to have the draft examined by technical experts, to which the Persian 

Government readily agreed. After the revised agreement had been 

fully discussed by the authorities at Teheran some parts of it were 

not clear, and the Government asked the Company to send a repre- 
sentative to Teheran to give certain necessary explanations. The 

Company, however, on the pretext of not having anyone to send to 

Persia, unfortunately allowed the matter to drift for about 6 months, 

and up to the present has not complied with the request of the Persian 

Government to send its representative to Teheran.” 

Therefore, the Government had been constrained to take the 
step of annulling the concession 


No further statement from the Persian side was published until 
December 13th, when the text was issued of the Government's 





(1) As long ago as the end of July, 1932, the Foreign Minister, speaking in the 
Mejliss, said that the provisions of the concession, and in particular the methods 
of calculating the royalty, did not protect the rights of Persia. 

(2) November 27th was a public holiday, as the anniversary of Mohamed’ 
proclamation of his prophetic mission. It was generally understood in Teheran 
that the cancellation was ordered by the Shah entirely on his own initiative. 

(3) The royalty is fixed at 16 per cent. of the net profit. For 1931 this only 
amounted to £307,000, and the Persian Government refused to accept it. In 193° 
the amount had been £1,288,000, and in 1929, £1,341,000. 
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Note of December 3rd,‘ sent in reply to the British Government's 

rotest of December 2nd. This Note gave nine separate reasons 
why the Persian Government felt justified in taking the action they 
did. These were :— 

(1) That the original concession was obtained under pressure. 

(2) That the amount of the royalty paid to Persia had been 
unfairly calculated. 

(3) That the Persians were not permitted to check the accounts. 

(4) That the royalty was not paid in war time in spite of repeated 
Persian complaints. 

(5) That the Company had refused to pay income tax. 

(6) That the reckless expenditure by the Company in other 
parts of the world was detrimental to the interests of the Persian 
oil industry 

(7) That the cost of oil in Persia was excessive. 

(8) That the Company had failed fully to exploit the Persian 
oilfields, while fields outside Persia had been developed. 

(9) That the Company had refused to send a representative to 
negotiate in the previous summer. 


These arguments have not been amplified or supported by 
details giving ‘‘ chapter and verse’’ in any published statements 
made since. The only other official pronouncement which has 
appeared was that made by the Persian Foreign Minister in the 
Mejliss on December 15th, when he read out the text of the Notes 
exchanged with the British Government. He then went on to say 
that they had two reasons for cancelling the concession :—First, the 
Government was not satisfied with it in principle because it did 
not agree with Persian legitimate interests; and second, the Oil 
Company had not complied with the terms of the concession. The 
Government had come to the conclusion, he continued, that so long 
as it considered the concession valid it would not succeed in ameliora- 
ting the position. It had, therefore, cancelled it, but its sole 
intention was to place relations with the Oil Company on a sound 
basis to safeguard the interests of both parties equitably. 


He went on to complain that the interference of the British 
Government had prevented negotiations being begun with the 
Company for the conclusion of a new concession. This was what 
they had wished to do, since they bore no ill will to the Company, 
and their only intention was to protect their own rights and interests. 

‘“‘ The oil is the property of the Persian nation,’”’ he explained, 

‘and the nation should benefit therefrom in accordance with the 

rights of ownership. If there was a day when the Persians were 

negligent and corrupt, giving away national wealth in a deceitful 
transaction, and within the limits of that transaction no provision 
was made for the country’s true interests, there is no reason why the 





(1) This was dated December 3rd, but only reached H.M. Minister in Teheran on 
the afternoon of December 5th. 
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same procedure should continue to-day. The Company, with its 
investments and vast capital in the oilfields, should benefit equitably, 


but the nation must, too.” 

The attitude taken up by the British Government has been 
governed by the consideration that a unilateral cancellation of a 
concession, the terms of which include no provision for such action, 
is a breach of international law committed against a British Company, 
and the Government accordingly feel obliged to take the matter 
up in the exercise of their right to protect the interests of their 
nationals. They are not concerned to deal with the charges made 
against the Company by the Persian Government, and these have 
been answered by the Company itself and the facts set out in the 
statement issued for the information of the shareholders on December 
5th. 

To refer first to the steps taken by the British Government. 
The Note of December 2nd took the form of a protest against the 
cancellation-as ‘‘an inadmissible breach of the terms’”’ of the 
concession, and the Persian Government was asked to withdraw 
immediately the notification issued to the Company on November 
27th. It was added that the British Government would not hesitate, 
if the necessity arose, “‘ to take all legitimate measures to protect 
their just and indisputable interests.” 

In view of the ‘‘ wholly unsatisfactory ’’ character of the Persian 
Government’s reply—which claimed that the Government had for 
some. time past been “ entitled to take_steps to cancel the con- 
cession ’’—the British Government addressed a further Note to 
Teheran, on December 8th, stating that it was unable to admit the 
validity of a unilateral cancellation of the concession. This was 
characterized as a confiscatory measure and as a clear breach of 
international law, and it was pointed out that the Persian Govern- 
ment’s Note of December 3rd could not be regarded as offering any 
satisfactory basis for a settlement! such as the Government was 
anxious should be reached. 

The Note went on to say that the Persian Government had 
adduced no argument which could be regarded as in any way justify- 
ing their action, and the British Government were, therefore, 
compelled to reiterate their request for the withdrawal of the 
notification of November 27th. If this was not done within one 
week, the Government intended referring the matter to the Per- 
manent Court of International Justice at The Hague. 

This move elicited an intimation from the Persian Government 
that they could not admit the competence of the Hague Court to 
adjudicate on a dispute between the Government and a commercial 
concern ; it was also pointed out that the question at issue was 





(1) The Note offered to open negotiations for a new concession which would 
safeguard the rights and interests of Persia, but threw the onus of reaching a settle- 
ment on tothe Company. (‘‘ The attainment of the desired result in this matte! 
depends upon the good faith which the Company shows in this respect.’’) 
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one not of law but of equity. And in any case the reservations made 
at the time of the Persian Government’s adherence to the Optional 
Clause of the Statute of the Court’ were sufficiently sweeping to 
justify the Government in declining to accept the Court’s 
jurisdiction. 

In view of the Persian attitude the British Government at 
once decided to submit the matter to the Council of the League. 
Ina telegram despatched to Geneva on December 14th the Secretary- 
General was informed that a dispute had arisen ‘‘ in consequence 
of the Persian Government’s action in purporting to cancel the 
concession .. .’’ and as the British Government were of opinion that 
this dispute was likely to lead to a rupture, the Council was requested 
to deal with the matter in accordance with the terms of Article 15 
of the Covenant. This request was followed on December 16th 
by a lengthy Memorandum to the Council, published on December 
19th, setting out the British case in detail, but only in so far as this 
concerned the Government, in that the action of the Persian Govern- 
ment constituted “‘an international wrong done to the United 
Kingdom in the person of a British Company.” 

The main heads under which the case was outlined were the 
following :— 

(1) The Concession contains no provision for its termination 
before the end of the period of 60 years for which it was granted. 

(2) Owing to Persian dissatisfaction with the arrangements 
by which the royalties were calculated a long series of negotiations 
had been entered upon which ended in 1920 with the signature 
of a new agreement fixing the royalty at 16 per cent. of the net 
profit, and this agreement “‘ set out the basis on which the profits 
were to be calculated for the future in ascertaining the royalty to be 
paid.” 
(3) The Oil Company at the same time paid the Persian Govern- 
ment a sum of £1 million in settlement of all outstanding questions, 
and this payment covered all the Government’s claims in respect 
of unpaid royalties up to March 31st, 1919. 

(4) In 1931 fresh negotiations were opened for a revision of 
the basis on which the net profits were to be ascertained. A 
draft agreement was initialled in London by the representatives 
of the Persian Government and of the Oil Company and despatched 
to Teheran, reaching there on May 2oth, 1932, for ratification by 
the Persian Government. 

(5) Meanwhile the royalty for 1931 was ready to be paid over 
to the Persian Government, but on June 29th the Government 
refused to accept it. 

On July 7th the Company was informed that the new draft 
agreement was still under examination by the Persian Government, 





i The Persian Government signed the Optional Clause (Article 36) on October 
2nd, 1930. 
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but it also learnt that tentative proposals to be presented to it, 
on an entirely different basis, were under consideration in Teheran, 
No such proposals, however, have in fact ever been communicated 
to the Company. 

(6) The Company would have been perfectly ready to consider 
such proposals on receiving them, and had it been found impossible 
to come to an agreement any claims by the Government against 
the Company could and should have been submitted to arbitration 
under Article 17 of the Concession. 

When the Persian Government not only cancelled the concession 
but declared that they were within their rights in doing so, and at 
the same time disclaimed all responsibility for any damage that 
the Company might suffer, the British Government “ regretfully 
realised’ that a serious dispute had arisen between the Persian 
Government and themselves. 

(7) The Persian Government had presented nothing in the 
nature of legal justification for their action, and it was plain that in 
their view any negotiations with the Company should proceed on 
the basis that the concession had been terminated. They had 
taken no steps to invoke Article 17 providing for arbitration, and 
the British Government accordingly considered that the proper 
course was for the dispute to be submitted to the Permanent Court 
of International Justice. 

(8) The Note received from the Persian Government on December 
12th showed that according to Article -36 of the Statute of the 
Court (the Optional Clause) as accepted by the Persian Government, 
the examination of such a question was not within the competence 
of the Court ; it also stated that the Persian Government intended 
to bring to the notice of the Council of the League the “ threats 
and pressure ”’ which had been directed against them by the British 
Government. 

(9) The British Government do not accept the contention that 
the Permanent Court is not competent to decide the dispute, but 
as, under the reservations made, the Persian Government would be 
able to put a stop to the proceedings before the Court by bringing 
the matter before the Council, the British Government ‘“‘ think it 
right to adopt the other course which is open to them under Article 
15 of the Covenant and to submit the matter to the Council.”’ 

(10) It is admitted that certain differences have arisen between 
the Persian Government and the Company, but “it is idle for 
the Government to contend that the Company has shown any 
unwillingness to reach a reasonable settlement.” 

(11) If the cancellation ‘‘ which the Persian Government have 
purported to effect were to be followed by an attempt by the Persian 
Government to take possession of the Company’s extensive and 
immensely valuable properties and plant in Persia, or should any 
action or inaction of the Persian Government lead to serious damag¢ 
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to these properties and plant . . . a situation of the utmost 
gravity would arise.” 

The Persian Government had declined to accept any respon- 
sibility for loss or damage, “ although under Article 14 of the 
Concession the Persian Government are bound to take any necessary 
measures to protect the property and employees of the Company.” 

(12) The British Government emphatically repudiate the alle- 
gation in the Persian Note of December 12th that the action of 
H.M. Government has prevented or impeded any agreement between 
the Persian Government and the Company. 


The only other document of importance is the statement issued 
by the Anglo-Persian Oil Company on December 5th, in which the 
Persian complaint that the Company was unwilling to send a 
representative to Teheran is dealt with. 


The statement gives the text of the communications exchanged 
in Teheran on November 27th and 28th, and goes on to outline the 
history of the Concession. In his Note of November 28th the 
Resident Director of the Company reminded the Minister of Finance 
that the validity of the Concession had been recognized by successive 
Persian Governments before and after the establishment of the 
constitutional régime. 

The statement then refers to the Persian allegation that the 
Company had taken no practical steps to protect the interests of 
Persia, and points out that “even if this statement were well- 
founded, it would not justify the action of the Persian Government 
in cancelling the concession, as the concession contains no clause 
entitling the Government to do so and, moreover, does not impose 
upon the Company any obligation such as that suggested by the 
Persian Government.” 


As regards the question of royalties it was only after 15 years’ 
working of the concession that any dividends were paid, i.e., in 
1916, and subsequently, owing to the dissatisfaction of the Persian 
Government with the basis of calculation of the royalties, a new 
agreement was reached, after much discussion, on December 22nd, 
1920, in the negotiation of which the Government had the advantage 
of the most eminent British legal and actuarial advice. The 
Persian Government accepted {1,000,000 in final settlement of 
all outstanding questions. Here it is pointed out that the royalties 
paid under this 1920 agreement were checked each year on behalf 
of the Persian Government by eminent chartered accountants in 
England. In 1928 further discussions began owing to the desire 
of the Persian Government for an increased participation in the 
profits of the Company. Agreement was not reached, and in 1931 
fresh discussions began for a revision, not of the whole concession, 
but of the basis upon which the “‘ net profits ” were to be ascertained. 
The Government’s representative then went so far as to contend 
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that the 1920 agreement was not binding on Persia, although it 
had been signed by the Government’s authorized representative 
and acted upon for 8 years without its validity being questioned. 


These discussions ended early in 1932 with the conclusion of a 
preliminary royalty agreement by the Persian Minister of Court 
and the Chairman of the Company, and this agreement was approved 
by the Council of Ministers in Teheran in February, 1932. It still, 
however, had to be embodied in a formal agreement defining the 
manner in which the royalty payment was to be calculated in 
future, and this document was eventually completed and initialled 
in London by the Persian Government’s representative, after 
prolonged examination, and some emendation, by that Government's 
lawyers and accountants. It was then forwarded to Persia for 
ratification, reaching Teheran on May 2gth, 1932. 


On June 3rd, however, the Company’s accounts for 1931 were 
completed and the royalty figures were cabled to Teheran. On 
June 8th, the Company reported that the Persian Government had 
protested regarding the smallness of the royalty and had requested 
that its representative should have full facilities to examine the 
figures'. This was at once agreed. The Government also informed 
the Company that it considered the draft agreement received on 
May 2oth needed further interpretation and editing in more con- 
prehensive language, and proposed that a representative of the 
Company should proceed as soon as possible to Teheran. This 
proposal was repeated on June 8th. 

To this the Company replied that the draft had been prepared 
by the experts on both sides on the basis of the preliminary royalty 
agreement, and that nearly all the alterations made had been made 
at the request of the Persian Government’s advisers ; also that 
the directors were ‘‘ overwhelmed with important problems ”’ and 
neither the legal nor accountancy experts of the Company could 
leave for Persia, and suggested that the Government should send its 
representatives to London for a full explanation, since there the 
technical advisers of both parties were available. To this request 
no reply was received, but on June 29th the Persian Government 
refused to accept the royalty for 1931. The next development was 
the step taken at the end of November. 

So much for the official presentation of the case by both sides. 
There are one or two other considerations which may well be 
playing an important part in the controversy, and among these 
may be mentioned the fact that in 1931 an agreement was concluded 
between the’Iraq Petroleum Company and the Iraq Government 
guaranteeing the latter a royalty of £400,000 a year pending pro 
duction of oil, and four shillings (gold) a ton thereafter. The 





(1) Under the 1920 agreement the Persian Government is entitled to examune 
the accounts (and has done so each year) and, within six months, to challenge aty 
points in the statement of royalties. 
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restriction of the output of oil, in accordance with the world-wide 
scheme to prevent a further fall in prices, is also not appreciated in 
Persia, and the Shah and his advisers are not concerned to attempt 
to understand the importance of such problems of international 
economics. One of the main difficulties which confront the Govern- 
ment is that of finance. Military expenditure absorbs about 
44 per cent. of the Budget. Six gunboats have recently been 
purchased from Italy, and the Shah is now reported to have given 
an order in this country for 20 military aeroplanes. Rumour has 
it, in fact, that the cause of the dismissal of the Court Minister 
last month was that functionary’s objection to the order on the 
ground that the funds available did not justify such a purchase, 
and, whether this is true or not, there is no doubt that the economic 
situation is causing much concern to the Government. 


The Council of the League is to begin its consideration of the 
dispute on January 23rd, and, meanwhile the Persian delegation, 
headed by the Minister of Justice, is reported to have left Teheran 
en route for Geneva. 

H.L 





(1) The royalties do not figure in the Budget, however, but are used for building 
eo 7 va in London with a view to establishing the currency on the gold 
standard. 
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CHRONOLOGY. 


Argentina. 


December 16th.—The two former Presidents, Dr. de Alvear and Dr, 
Irigoyen, and a number of Radical leaders were arrested, charged with 
implication in a plot to kidnap President Justo and start a reign of terror 
A large number of bombs were seized by the police. 

December 18th.—It was announced that the arrested men included 
former Ministers of War and of the Interior, and the former Mayor of 
Buenos Ayres. Martial Law was proclaimed in the capital. 

December 19th.—Three Governors of Provinces endorsed the President's 
proposal to establish martial law in the other Provinces and the Gover- 
ment decreed martial law throughout the territory of the Republic for 
a period of 30 days. Documents seized by the police showed that Dr. 
de Alvear was to have been the President of the revolutionary Junta had 
the movement succeeded, and General Toranzo the military leader of 
the insurgents. 


Austria. 


December toth—A Commercial Treaty with Hungary was signed, to 
enter into force on January Ist, 1933. 

December 27th.—Guarantee of proportion of League loan and ratifica- 
tion of Protocol of July 15th. (See France and Italy.) 

December 30th.—Ratification by British Government of League loan 
of 300 million schillings. (See Great Britain. Italy ratified on December 
27th.) 

December 31st.—Ratification by French Government deposited at 
Geneva. (See League of Nations.) : 

Peasant riots occurred in several areas owing to attempts by bailiffs 
to distrain on farmer’s property for unpaid taxes. 


Belgium. 


December 7th.—The Government’s reply to the U.S. Note on war 
debts was delivered in Washington. It laid stress on the relinquishment 
of reparations, which represented about ro per cent. of the whole Budget, 
and stated that there would be dangerous economic competition if 
Belgium were to bear the burden of the debt from her own resources 
The Government had already emphasized how greatly the crisis had 
affected the national economy by paralysing the exchanges. Unemploy- 
ment affected 40 per cent. of the registered workers and to cover the 
Budget deficit they had had to have recourse to credit both at home and 
abroad. To resume the service of the debt Belgium would have to appea: 
again to foreign credit, and the possibilities of a loan for small States 
were very limited. The Note also pointed out that Belgium had accepted 
Mr. Hoover’s disarmament proposals. 

December 13th.—It was announced that the Cabinet had decided unant 
mously not to pay the debt instalment due on December 15th. (The 
amount was $2,125,000). During discussion it was pointed out that the 
agreement reached in Washington on August 18th, 1925, had been based 
on Belgium’s capacity to pay. 

The Cabinet then resigned. 

December 15th.—The Government communicated a further note 
the U.S. Secretary of State, explaining its inability to pay the instalmen 
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of the debt. This referred to President Hoover’s statement of November 
23rd (as to taking into account the economic situation and capacity to 
pay of each debtor) and to the 1924-25 Report of the Secretary of the 
Treasury, and stated that Belgium was in most serious financial difficulties, 
and unable to make the payment. She was prepared to collaborate to 
the full in finding a solution of the whole question. 

December 17th.—M. de Broqueville formed a Cabinet, with M. Hymans 
as Foreign Minister. 

December 23rd.—The Government obtained a vote of confidence in 
the Chamber. The Catholics and Liberals voted for it (100 votes) and 
the Socialists, Communists and Flemish Extremists opposed (80 votes.) 

The Government introduced Finance Bills into the Chamber to meet 
the deficit of 2 milliard francs (£57 millions) on the Budgets of 1931 and 
1932 and to balance that of 1933. Cuts amounting to 800 million francs 
were made in the 1933 estimates, and Parliament was asked to authorise 
new taxation to produce goo millions. In addition, 1,500 millions were 
to be raised by loans. 

December 29th—The Chamber adopted the new Finance Bill, con- 
taining drastic proposals for the rehabilitation of the financial position. 
These included new taxes and reductions in salaries, etc. The estimates 
for national defence were reduced from 1,056 millions to 926 million 
francs, and all recruiting for the public services was suspended. The 
Government was also authorised to issue a short-term loan. The Bill 
aimed at realising 500 million francs of economies and 1,500 millions 
of extra revenue in 1933. 

The Minister of Finance reported to Parliament that the accumulated 
deficit amounted to 3,500 millions (say £28 million). 


Bolivia. 


December 28th.—The Government claimed the capture of three forts 
from the Paraguayan forces in the Gran Chaco, giving Bolivia command 
of the Pilcomayo sector of the front. 


Brazil. 


December 6th.—A decree was signed providing for emergency measures 
to facilitate voting for the National Assembly, which was to decide on a 
new Constitution. Magistrates, public servants, military and naval 
officers, municipal authorities, professors, merchants and other citizens 
in responsible positions were to have the right to vote. 

December 29th.—The Government addressed a Note to the Govern- 
ments of Colombia and Peru, calling their attention to the treaty with 
Brazil regarding navigation and traffic on the Amazon, and stating that 
if hostilities continued it would be compelled to denounce the treaty 
and close the river to navigation. 


Bulgaria. 


_ December 22nd.—A triangulation conference to settle the frontier 
line with Rumania was held in Sofia, and an agreement was drawn up 
and initialled. 

The Government gave the Yugo-slav Government assurances of 
good faith in the struggle against revolutionaries, in reply to a Note from 
the Yugo-slav Government. 

December 27th—The Prime Minister presented the resignation of his 
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Cabinet to the King, in consequence of the resignation of the Agrarian 
Ministers, MM. Ghitcheff, Muravieff, and Dimoff. 

(The Minister of Justice resigned on December 22nd owing to the 
Opposition bringing charges of corruption against him. The Agrarian 
group in the Government coalition then demanded his seat for them- 
selves, and when the other parties declined to accede to this, the three 
Agrarian Ministers resigned.) 

December 30th.—M. Mushanoff formed a new Coalition Cabinet with 
M. Stephan Stephanoff as Minister of Finance, and Dr. Ghirghinoff 
Minister of the Interior. The Premier himself took the Portfolio of 
Foreign Affairs. 


Canada. 

December 27th—It was learnt that a Winnipeg syndicate had 
negotiated an agreement with the Soviet Government for an exchange 
of 100,000 head of cattle and 10,000 tons of hides for Russian petrol, 
oil products and anthracite. Shipments were to begin in March, 1933, 
(The arrangement depended on the lifting of the embargo on Soviet coal) 

December 28th—The Government concluded a temporary reciprocal 
trade agreement with Germany, whereby it gave Germany most-favoured 
nation treatment or intermediate tariff schedules. Germany granted 
Canada more favourable rates on a considerable list of Canadian exports. 
The agreement was for three months only. 

January 2nd, 1933.—It was understood that the Government would 
decline to finance the barter scheme proposed with the U.S.S.R. 


Chile. 

December 24th.—Don Arturo Allessandri assumed office as President, 
and subsequently appointed his Cabinet, with Don Miguel Cruchaga as 
Foreign Minister, Don Justavo Ross as Minister of Finance, Don Horacio 
Hevia as Minister of the Interior, and Don Emilio Bello as Minister of 
Defence. 

January 2nd, 1933.—The Executive issued a decree ordering the 
liquidation of Cosach, on the ground that the Cosach merger had been 
created by violating the Constitution. 


China. 
INTERNAL AFFAIRS. 

December 17th—The campaign against the Communist forces i 
Hupeh was understood to have been brought to a successful conclusion, 
and the National Government was introducing a system of re-settlement 
by means of loans through the local authorities to enable farmers t¢ 
restart work. 

December 21st.—It was announced that the Budget of the National 
Government had been balanced, owing to the efforts of Mr. T. V. Soong 
in reducing expenditure. The machinery of taxation was reduced t 
three main departments, likin was abolished, and a nucleus of a Civil 
Service was instituted. . 

The Communists were reported to be re-forming in Kansu and Shens 


EXTERNAL AFFAIRS. 


December 6th.—Japanese troops entered Manchuli. The Japanese 
hostages were reported to be all safe. The Russians were reported t 
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have disarmed about 3,000 Chinese soldiers who crossed the frontier. 
They included one man who was believed to be General Ma Chan-san. 

it was learnt that the Trustees of the Boxer Indemnity Fund had 
authorised the grant of a sum of £2,500,000 for the completion of the 
Hankow-Canton Railway, on condition that the Railway Ministry 
settled the outstanding debts of the Shanghai-Nanking Railway to the 
British Chinese Corporation. 

December 8th—A clash occurred between Japanese and Chinese 
soldiers near Shanhaikwan. After a Japanese train had been fired on, 
the Japanese attacked the Chinese barracks, but an understanding was 
reached which stopped the fighting. 

December 12th.—Resumption of diplomatic relations with the Soviet 
Government. (See U.S.S.R.). 

December 15th—The Manchukuo Government announced that it 
was prepared to settle foreign claims against the former Government. 
Railway, telegraph, telephone and wireless items were reserved for 
separate consideration. On goods delivered from 1930 onwards, 35 per 
cent. would be paid at once, 20 per cent. in the following fiscal year, and 
the balance in bonds over 20 years. There was to be no discrimination 
between Japanese and other foreign claims. 

December 17th—Examination by league sub-committee of five, of 
Government’s observations on the draft resolution. (See League of 
Nations.) 

December 21st.—Appointment of Ambassador to Moscow. (See 
U.S.S.R.). 

December 23rd.—General Muto presented his credentials as Japanese 
Ambassador to Mr. Henry Pu, at Changchun. 

December 28th.— Japanese troops were reported to be making a concerted 
drive against bandits and irregulars in the area west of the Yalu River 
and of the Mukden-Antung Railway. 

January 1st, 1933.—Memorandum from Dr. Koo circulated to League 
members. (See League of Nations.) 

January 2nd.—Serious fighting with Japanese forces took place at 
Shanhaikwan. Chang Hsueh-liang issued orders to the Chinese troops 
not to aggravate the situation. According to Chinese reports the 
Japanese opened fire on the barracks without warning. 

January 3rd.—The Chinese abandoned Shanhaikwan City and fled 
westwards. Three Japanese warships from Port Arthur arrived at 
Chinwangtao. The Manchukuo Foreign Minister telegraphed to Chang 
Hsueh-liang expressing indignation at an alleged bombing of Japanese 
garrison troops and Manchukuo frontier guards on January Ist by 
volunteers or members of the Anti- Japanese Society. 

The Japanese were reported to have demanded the withdrawal of 
all Chinese troops to Changli, 40 miles to the south-west. 


Finland. 

December 7th—The Cabinet resigned, following on the President’s 
refusal to authorize the introduction in the Diet of a Bill for the control 
of interest rates, which the Agrarian Party wished to be passed as part 
of its programme for the alleviation of distress. 

_ December 14th.—The President appointed a new Cabinet, with M. 
Kivimaeki as Prime Minister; M. Hacksell, Foreign Minister; M. 
Relander, Finance ; M. Puhakka, the Interior and M. Oksala, Defence. 
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France. 
December 8th.—Following on discussions between the Premier and Mr 


MacDonald and Mr. Neville Chamberlain an official statement was 
issued reading, ‘‘ The two Governments have explained to one another the 
state of public feeling in Great Britain and France. In an exhaustive 
exchange of views they have considered their position in regard to the 
Lausanne Agreements and they have examined the difficulties arising 
out of the payments due on December 15th. While reserving their 
independence of action in dealing with this matter, they have affirmed 
their common determination to continue to act in order to obtain by 
international co-operation the measures calculated to promote the 
economic restoration of the world.” 

In reply to questions put by the press, Mr. Chamberlain stated that 
there was no question of denouncing the Lausanne Agreements unless a 
final satisfactory arrangement were not made with the U.S.A. The 
Agreements would continue in force irrespective of whether the December 
payments were made or not. He reminded his questioners that the 
Agreements themselves provided that they should remain intact until 
ratified or denounced. 

M. Herriot was understood to have consulted M. M. Caillaux, Bérenger 
and Laval regarding the debts. He subsequently informed the Chamber 
that he had conferred with the British Premier and Chancellor of the 
Exchequer, and added “ I take the opportunity to express my appreciation 
of the magnificent loyalty of Great Britain in this matter.” 

Mr. Chamberlain left Paris for London. 

Receipt of U.S. reply to Government’s Note ve Debts. (See U.S.A). 

December oth.—The reply of the U.S. Government was published. 
This began in the same terms as the reply to Great Britain, and after 
reference to the continuous burden which competitive armaments placed 
upon the entire world, stated that the Government had not been able to 
reach the conclusion that the postponement of the December payment 
was necessary because of its effect on the problem of security. The 
sum involved and the transfer thereof hardly seemed to be of dis- 
turbing weight or difficulty in respect to world economy. ‘‘ Maintenance 
of these agreements in their operation pending due opportunity for 
analysis of all matters bearing upon your request for revision and its 
consideration by the American Congress and people still appears to us to 
outweigh any reasons presented for a delay.” 

While appreciating the significance of the explanation regarding the 
gold inflowing into France, the existence of these holdings did appear 
relevant to present problems of meeting the difficulties of transfer and 
“‘ in view, of the position which I feel my Government must take, I trust 
that the French Government will appreciate the importance of making 
the December 15th payment in accordance with its terms and thereby, 2 
my judgment, bring about a more favourable situation for any subsequent 
examination of the problem between our two Governments.” 

The Finance Committee of the Chamber adopted a resolution that the 
payment due on December 15th should not be made without conditions. 
The Foreign Affairs Committee adopted two alternative proposals, fot 
submission to the Chamber, (1) that the payment should be made on the 
express condition that an international conference was called to review 
the whole situation, and (2) that the payment should not be made and 
that the question should be submitted to international arbitration. 
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A Congress of exporting trades and industries, held in Paris, was 
concluded, after deciding on a policy of diminution of tariffs and other 
restrictions through bilateral agreements. 


December 12th.—The Chamber began the discussion of the war debts 
question, and the Prime Minister reviewed the whole situation and set 
out the arguments in favour of paying the December instalment. He 
enumerated the numerous occasions on which a connection had been 
established in fact between the debts of France and the German pay- 
ments. It was inherent in the Young Plan with its parallel annuities and 
in the reparation and debt settlements of the Bank for International 
Settlements. All this had been upset and re-opened by the Hoover 
moratorium. Later on, referring to Lausanne, he said Europe had done 
all she could, but what had followed ? The Lausanne Agreements were 
certainly not unfavourable to the U.S.A.—they had increased the value 
of private American credits by 100 per cent.; yet the President had 
declared that they meant nothing to America. Mr. Roosevelt had, how- 
ever, proposed conversations and had recognized his own right to direct 
negotiations without the intervention of Congress. 

It must not be forgotten, he continued, that France was debtor also 
to Great Britain. The loyalty and confidence of Great Britain had been 
admirable. She could easily have obtained separate treatment, but had 
shown unwavering fairness. 

As to the possible solutions, none was perfectly satisfactory. He 
excluded all equivocations such as payment to the International Bank, 
blocked accounts, payment by bond, and so on, as unworthy of a great 
country. The Government rejected unconditional payment and equally 
a flat refusal to pay. He would not be a party to a refusal to honour the 
signature of France. Refusal to pay would bring them back into the old 
terrible discussion as to the character of the debt. France, too, was the 
debtor of Great Britain, and to separate the two countries in this question 
would be a very serious matter now that Britain had decided. 

Payment must be made, but with reservations. He himself had not 
been associated either with the ratification of the agreement, or the 
acceptance of the Hoover moratorium ; he had voted against both, but 
it was now incumbent upon him to defend the signature of France against 
any protestation or suspension. 

During his historical survey of the problem M. Herriot stated that the 
Hoover moratorium had cost France {£16,500,000; Great Britain, 
£9,700,000 ; Belgium, {2,400,000 ; and Italy £1,800,000; and added, 
“ But it cost us much more than that—it cost us our title deeds.” 

The Treaty of Friendship and Arbitration with Yugo-slavia expired. 
It was learnt, however, that it was being renewed. 


December 13th.—The debate on the debt began in the Chamber, after 
the Finance and Foreign Affairs Committees had refused to adopt the 
text of the proposed Note to the U.S.A. (This stated that the Govern- 
ment would pay on December 15th, and would “‘ demand that this 
payment should rank as a payment on account of the new agreement to 
be arrived at.” It also requested for early negotiations to be opened to 
revise a system which had become incompatible with the situation in 
law, and in fact, created by the moratorium set up at the request of 
President Hoover. Thirdly, it informed the U.S. Government that “ so 
long as the situation resulting from the moratorium persists, and unless 
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a new general settlement of international debts has been established 
France will be unable both in fact and in law to continue to bear the cost 
of a system which can only be justified in good faith by the reparation 
payments being met.”’) 

The Committees adopted unanimously a motion, to be put before the 
Chamber, to the effect that ‘‘ the Chamber, pending the necessary inter- 
national negotiations, invites the Government to postpone the payment 
due on December 15th.” 

December 14th.—On a vote of confidence the Government was defeated 
in the Chamber by 402 votes to 187, after a 15 hours’ debate on war 
debts. The Cabinet accordingly resigned. The vote was taken ona 
motion introduced by a Socialist-Radical deputy reaffirming the Govern- 
ment’s policy to pay the U.S.A. the instalment due the next day. The 
127 Socialists in the Chamber all voted against the motion. The decisive 
factor in the refusal to pay was stated to be the rejection of any question 
of qualified payment in the U.S. Note of December 11th to Great Britain. 

M. Herriot appealed to the Chamber not to force the Government to 
dishonour France’s signature. He showed by the text of the Funding 
Agreement that arbitration at that stage was impossible. He then read 
a despatch received that day from the Ambassador in Washington 
stating that Mr. Stimson had confirmed Mr. Hoover’s intention to examine 
the whole situation at an early date, including the relation of war debts 
to the return of prosperity. He reminded them that France was also 
the debtor of Britain and warned them that their action would wreck 
the Anglo-French solidarity which had been so valuable a feature of the 
discussions, and would isolate France. It would invite even worse 
treatment at the hands of America when the inevitable settlement came 
to be made. 

He also invited the House to consider the effect on the Disarmament 
Conference and on the future of Europe, and what it meant when a 
great nation like France went back on its signature—the very thing they 
had always held up against Germany. ‘‘ You are wrong,” he concluded 
‘* You do not perceive it now, but you will, soon enough. The day will 
come, perhaps in a year or two, when a treaty will be presented to you 
from somewhere less distant than Washington. The responsibility will 
not be mine. And you are smashing all this for a mere 480 million 
francs.” 

December 15th—The President asked M. Chautemps (Socialist 
Radical) to form a Government. It was understood that M. Herriot 
had first been requested to attempt the task but had refused. 

The text of the motion, drafted by the Foreign Affairs and Finance 
Committees, placing on record the decision to defer payment of the debt 
instalment, was adopted by the Chamber by 357 votes to 37, after the 
Government’s defeat. It was despatched to Washington for information. 

December 16th.—M. Chautemps informed the President that he was 
unable to form a Cabinet. M. Lebrun then summoned M. Paul-Boncour 
(Socialist-Radical). 

December 18th.—M. Paul-Boncour formed a Cabinet, taking the 
Portfolio of Foreign Affairs himself. M.Chéron was Minister of Finance ; 
M. Chautemps, Minister of the Interior ; M. Daladier, War ; M. Leygues, 
Marine ; and M. Painlevé, Air Minister. 

In a statement to the press, the Premier said he regarded the Ministry 
as ‘‘a continuation of M. Herriot’s.”. He was understood to have been 
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promised the support of the Radical Left, with 49 seats, the Left In- 
dependents, with 23, the Independent Left, with 14, the Socialist 
Republicians, with 14, and the ‘‘ French Socialists,’ with 13, as well as 
the Socialist-Radicals, with 160 (The Socialists had 128 seats). 

December 21st.—Speaking at a luncheon of the Anglo-American Press 
Association M. Herriot said the respect for contracts was the only possible 
basis for a world order founded on something other than force. The debt 
problem, he said, was fundamentally simple ; it had become painful and 
dramatic only because a misunderstanding existed between France and 
the U.S.A., ‘‘ I asked for a moratorium,”’ he continued, ‘‘ and I did not 
get it. My reasoning was very simple ; the man who asks for a mora- 
torium thereby acknowledges the debt.” The sad thing was that the 
debate in the Chamber in its result had compromised all his long and 
painful efforts to prevent the political isolation of France. They must 
work, he said, at all costs for understanding between Great Britain, 
France and America, because those were the three great democracies, 
who held the guardianship of their civilisation in their hands. 

December 22nd.—Following a reading of the Government's declaration 
of policy in the Chamber by the Premier a vote of confidence was secured 
by the Government by 365 votes to 215. M. Paul-Boncour said their 
first task would be to effect economies to introduce order into the national 
finances; secondly, to effect a general settlement of the War Debt 
question. Negotiations would be conducted with the aim of assisting 
towards a comprehensive solution designed to put an end to the obstacles 
to economic recovery. They would also persevere in the efforts begun 
to liberate the Disarmament Conference from the uncertainties which 
threatened to engulf it. A constructive plan had been handed in which 
set forth the interdependence of disarmament and security ; the one did 
not eliminate or postpone the other. They would support that plan, 
and they would also see to it that as a result of a fair-minded recognition 
of equality of rights (which implied equal duties and the real organisation 
of international or, at least, European security) there should be no attempt 
to infer any right to re-arm. 

December 26th.—Budget statements published showed that in the 
fiscal year 1930-31 expenditure exceeded revenue by 6,707 million francs, 
and in 1931-32 by 5,611 millions. In 1932 (9 months) the excess of 
expenditure was 5,067 millions, making a total of 17,385 millions ({140 
millions). The estimates for 1933 showed a deficit of 8,000 millions 
({64 millions). 

December 27th.—The Chamber approved the extension by 5 milliard 
francs of the legal limit to the issue of Treasury Bonds. A vote on 
account for January to provide the Treasury with funds temporarily 
was taken and resulted in a majority for the Government of 471 (524 votes 
to 53). 

The Finance Committee of the Chamber adopted the Government’s 
proposal to guarantee one-third of the international loan to Austria. 

December 28th.—It was understood that the Government had decided 
to suspend further direct negotiations with the U.S.A. regarding war 
debts until the arrival of Mr. Roosevelt in office. 

In an article in the Populaire M. Blum explained that the Socialists 
had voted against paying the December instalment because the fulfilment 
of the obligation undertaken in the debt funding agreement had been 
made subject, both by France and by America, to the payment of the 
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German annuities. The non-fulfilment of this condition was due to the 
American creditor, and the fulfilment of the obligation was thus suspended 
in law ; the Hoover Moratorium ran until either the condition were re- 
established, or a new agreement entered into. The refusal to pay was 
not an act of force, but the insistence on payment was an abuse of right. 

December 29th.—The Senate agreed to the vote on account for January 
sent to it by the Chamber and accepted the latter’s demand that the 
Treasury should be authorised to borrow a further 5 milliards (£40 million). 
The Minister of Finance, in a statement to the Senate, said that until he 
had taken measures to put the finances in order, he had no alternative 
to borrowing. Deficits of the previous three years already amounted 
to 17 milliards (say, £136 million), the Treasury had been obliged to 
raise g milliards by the issue of bonds, and there was a further deficit 
on the railways, which would have to be met by loan. 

M. Herriot, replying to M. Blum’s statements in the Populaire, said 
that those who accepted the Hoover Moratorium knew perfectly well 
that the President never admitted any connection between debts and 
reparations—he had never admitted any other standard than that of 
capacity to pay. 

A debate in the Chamber on the French participation in the Austrian 
loan (France was to subscribe 350 million francs) ended in a vote in favour 
of the Government by 351 to 187. M. Herriot defended the loan, on 
the ground that if Austria foundered a very dangerous situation would 
ensue. He appealed to the House to support the Government in carrying 
out a League policy rather than a narrow national policy. A_ hostile 
amendment was first defeated by 387 votes to 189. 

December 30th.—The Senate ratified the Austrian loan by 144 votes to 
68. . 

The British Chamber of Commerce in Paris announced that a Special 
Joint Committee had been formed between the Chamber and the French 
Chamber of Commerce in London to discuss the best means of removing 
obstacles to Franco-British trade. 

December 31st.—Deposit of ratification of Austrian loan Protocol. 
(See League of Nations.) 


Germany. 

December 7th.—The Reichstag passed in the first and second reading 
the Nazi Bill ruling that the President of the Supreme Court should be 
ex officio acting-President in the event of the President’s death or 
‘‘ hindrance,” from fulfilment of his office. 

Following on an attack on the President, during which the Communist 
deputies shouted ‘‘ Down with Hindenburg,”’ a fight began in the gallery 
reserved for members of the Federal Diets. Nazis expelled the Com- 
munists by force—a fight occurred between 40 or 50 deputies. : 

December 8th.—Baron von Neurath’s questions at Geneva. (S¢ 
League of Nations Disarmament Conference). 

December goth—The Nazi Bill providing that the President of the 
Supreme Court should act as head of the State on the death or‘‘ hindrance 
of the President was read a third time and received the two-thirds 
majority (404 votes, against 127) necessary for a measure modifying the 
Constitution. The Reichstag also passed a Centre Bill to revoke that 
part of the Presidential decree of September 4th, ‘‘ for the stimulation of 
industry,” which empowered employers to reduce wages if they engaged 
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new hands. Only the Nationalists and People’s Party voted against it. 
An Amnesty Bill was also passed with a two-thirds majority, remitting 
sentences up to 5 years and reducing longer ones by 5 years, but not 
applying to those guilty of treason or sedition directed against the army 
or police. 

‘A breach was understood to have occurred between Herr Strasser and 
the Nazi leaders, Herr Hitler, Dr. Goebbels and Captain Géring. Herr 
Strasser was given 3 weeks’ leave and relieved of his post as chief organiser 
of the Party. (He was not in agreement with the extremists and wished 
for co-operation with other parties). 

The Reichstag adjourned until January. 

December 11th.—The Government informed the Foreign Minister, who 
was at Geneva, that it accepted the formula reached in the Five Power 
discussions, and was prepared to return to the Disarmament Conference. 

Herr Hitler himself took over the post of director of organisation in 
the Nazi Party. 

December 13th—The Government announced that it had accepted 
the revocation by the Reichstag of the social clauses of the Presidential 
decree of September 4th, and would terminate the authorization to 
employers to reduce agreed wages proportionately to the engagement 
of new hands. 

December 15th.—The Chancellor broadcast his initial declaration of 
policy. He asked to be regarded as the impartial trustee of the interests 
of all in an emergency which he hoped would be short-lived. His pro- 
gramme had but one point, the provision of work, and all the Govern- 
ment’s measures would serve that end. Nothing else interested Germans 
of all classes, least of all constitutional changes and such things, which 
filled no stomachs. He had recommended the President to appoint a 
Reich Commissioner for the provision of work. The first aim of the 
programme to be drafted would be the conditioning and improvement 
of the existing prodyctive machinery. A method of financing would 
have to be found which would preclude any inflation, and the co-operation 
of the Reichsbank President guaranteed this. 

He attached special importance to the colonization of the Eastern 
area, for men living on their own acres were the best bulwark against 
the pressure of a foreign stock. Land extending to 1,300,000 acres 
would be made available in the Eastern frontier districts ‘‘ for inner 
colonization in the sense of Frederick the Great.” 

Confidence in stable conditions and faith in a better future could 
only be attained by cheerful co-operation among all sections of the 
community. They all felt ready to make the heaviest sacrifices for the 
nation, but only if these sacrifices were imposed equally upon all classes, 
and he added, ‘‘ that is the magic formula.” 

He had asked the President to withdraw the exceptional regulations 
for combating disorders; but in agreeing, the President had declared 
that if his confidence proved to have been misplaced he would not hesitate 
to issue a very drastic decree indeed, and he (the Chancellor) warned 
professional agitators and a ‘‘ certain provocative press which poisons 
the atmosphere ” that such a decree lay already drafted in his drawer, 

He then explained his belief in compulsory service, describing it as 
the best school for youth to learn the meaning of self-discipline, modesty 
and comradeship. He had, therefore, come out again and again in 
favour of conscription in the framework of a militia. So long as the 
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“* Versailles dictate’ was in force, they had to find other means, and 
individual associations (voluntary labour corps, subsidized sports clubs, 
etc.) had taken training in hand. The great thing about these institu- 
tions was that they were throttling the party political spirit so much 
that the party bosses were becoming uneasy. 

As regards disarmament, he had been accused of marching in clumsy 
military boots and therewith smashing much diplomatic crockery. But 
all he had done was to tell the truth quite frankly. ‘‘ We are prepared 
to arm our forces with knives and cardboard shields 1f our neighbours 
do the same,” he continued, but the German people was not disposed 
unhesitatingly to let its throat be cut; thet is, its armed forces must 
be guaranteed the same security as everyone else’s. He then said he 
was convinced the Geneva agreement had brought them a big step 
forward. The future of the League depended on the success of the 
Disarmament Conference. Above all, it would be necessary for the 
Governments represented in the League to let the Geneva institutions 
grow beyond “‘ the historical constellation existing at the time of their 
foundation,” and not to use them to cling to “‘ positions deriving from 
the past which are no longer consistent with progressive and reasonable 
development.” 

The Government knew that the vital interests at stake could not be 
served by rash political experiments or adventurous combinations. As 
regards economic matters, he himself was a supporter neither of capitalism 
nor of Socialism, and he advocated doing whatever seemed sensible at 
the moment and best for the country. In conclusion, he warned the 
organisations and parties which were not prepared to co-operate con- 
structively with the State, and said the nation would turn from them 
disillusioned. ‘ 

December 20th.—The Presidential decree ‘‘ for the maintenance of 
internal peace,” was promulgated. (This took the place of four of 
Herr von Papen’s decrees against political excesses.) Most of the 
exceptional restrictions on the press and on freedom of assembly were 
withdrawn, and the Law for the Defence of the Republic was abrogated. 
It was superseded by a new article in the Penal Code prescribing imprison- 
ment for anyone publicly insulting or deriding the Reich or the States, 
or their Constitutions, armed forces, or flags. The only clauses of the 
Defence Act retained were those against treason. 

December 21st.—Under the Amnesty Bill passed by the Reichstag 
on December oth, and by the Reichstat on December 2oth, a large number 
of political prisoners were released. They included persons sentenced 
for disorderly acts during the Berlin traffic strike, the Socialist Reichs- 
bannermen convicted for their part in the fighting with Nazis at Ohlan 
in July, and many Communists. The total number was estimated at 
between 10 and 15 thousand. 

In an article in the Heimatdienst, Baron von Neurath described the 
Five Power Declaration of December 11th as ‘‘a decided success for 
the disarmament policy pursued by Germany . . . the German 
equality of status is by it unequivocally acknowledged-—no interpretive 
art can change that.” It would be wrong, however, to think the battle 
was already won. The Declaration foresaw that the manner in which 
equality of status would be realized must be discussed at the Conference. 

A supplementary agreement to the Trade Treaty of 1927 with France 
was initialled in Berlin. 
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December 28th.—The Trade Agreement with France was signed in 
Berlin. This maintained ‘‘in principle”’ the most favoured nation 
treatment and the fixed maximum Customs charges on a number of items. 

January 2nd, 1933.—Signature of Commercial agreement in Warsaw. 
(See Poland.) 


Great Britain. 


December 7th.—The Foreign Under-Secretary announced in Parliament 
that on November 28th Sir John Simon had informed the Soviet Govern- 
ment that a condition of friendly and successful trade negotiations 
was the cessation of instructions by the Third International to British 
Communists to form nuclei in military units, and to Indian Communists 
to foment non-payment of rents and taxes and organize strikes. The 
Foreign Secretary had also demanded an apology for statements in 
Ivestia that the Foreign Office in London had instructed their agents 
to furnish documents, genuine or forged, to establish the connection 
between the Soviet Government and the Third International. He 
had added that, since previous assurances of the Government had been 
ignored, he would repeat finally and categorically that British policy 
was to promote reciprocal trade upon a stable and permanent basis. 

December 8th.—It was understood that in an oral reply to the Govern- 
ment’s representations, the Soviet Government had declined to apologise 
for the allegation made by Jzvestia, on the ground that it could not be 
held responsible for the articles complained of. The paper was controlled 
by an editorial board which was responsible, and this board was not an 
official body. Jzvestia was only an official organ in so far as it printed 
and circulated the official orders of the Government. 

The Foreign Under-Secretary, in a statement in Parliament, said 
that if the Persian Government did not withdraw, by December 15th, 
its cancellation of the oil concession, the Government would refer the 
matter to the Permanent Court of International Justice ; meanwhile 
it would hold Persia responsible for any damage to the Company’s interest 
and property, and if the Persian Government failed to give the Company 
protection, the Government reserved the right to take such measures as 
were necessary to give such protection. 

It was understood that, while in Paris, the British Ministers were 
able to give a definite assurance that the British Government had no 
intention of disturbing the Lausanne Agreement by its decision to pay. 

The reply of the U.S. Government to the Government’s Note of 
December Ist, was received. 

Issue of Statement by Embassy in Paris. (See France.) 

December gth.—The U.S. Government’s Note was published. This 
welcomed the British suggestion for a close examination of the whole 
subject, and said ‘‘ there are important avenues of mutual advantage 
which should be thoroughly explored.”’ Regarding the December 
instalment, it stated that ‘‘ the cogency of the difficulties ’’ of transfer 
were appreciated and confidence was expressed that Congress would be 
willing to consider any reasonable suggestion which would facilitate 
payment of the sum due. It was clear that in the existing conditions of 
world depression the weight of the debts had greatly increased and that 
they had a very definite relationship to the problem of recovery. 

In an examination of the entire situation “ through whatever agency 
may seem appropriate,” there would necessarily be consideration of other 
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forms of tangible compensation available for the expansion of markets 
for the products of American agriculture and labour. Great Britain 
would understand also that, in the American mind, the problem of foreign 
debts had a very definite relationship with that of disarmament. The 
Note then stated that they could not agree with the conclusions reached 
by the British Government, that the loans represented only expenditures 
on destructicn, that the payments already made had been largely respon- 
sible for the existing world depression, or that complete cancellation of 
war debts was essential to world recovery. Many of the loans had been 
for purchases of food, tobacco, cotton, exchange, relief supplies, etc., 
and not for munitions and much of these goods had been resold by the 
Governments for use of their own population. Some of the loans made 
after the Armistice were vital to the recovery and, indeed, to the very 
existence of the borrowing nations. The U.S. Government, in reaching 
settlements with the debtors, had combined loans made during the war 
period and loans made subsequently, including commercial credits, 
funding all in debt agreements. The practice followed in Europe had 
been different, and the figures cited in the British Note of sums advanced 
by America and advances made by Britain were not strictly comparable. 

As regards the part played by the debts in the depression, it was their 
view that the causes of this lay in much more potent forces than the 
debt transactions. Also, in the statements as to difficulties of payment, 
the British Note left out of account service items. The expenditure of 
American tourists abroad during 1924-30 totalled about $3,900 millions 
(£740 millions) and during the same 7 years immigrant remittances 
aggregated $1,495 millions. This compared with the total receipts of 
$1,673 millions on account of debt settlements in the same period. 

In measuring the transfer question, the total trade figures should be 
considered (not only those of direct trade with America) and the debt 
payments would then be seen to be a relatively minor item. Nor had 
they drained the gold reserves of other countries. At the time payments 
began, America had about $4,028 millions in gold holdings ; the figure 
now was $4,338 millions. The main fault in the distribution of gold 
supplies had occurred as between the countries of Europe, since the gold 
supplies of Europe increased from $3,018 millions on January Ist, 1924 
to $6,963 millions at the end of 1932. 

With reference to Lausanne, the U.S. Government did not regard the 
statement as to the initiative having been taken ‘‘ with the cognizance 
and approval of the U.S. Government ’”’ as accurate. The statement 
issued by the British Treasury on July 14th correctly described the 
position. (This stated that Mr. Chamberlain in a speech in Parliament 
in July ‘‘ did not suggest, and of course, had no intention of suggesting, 
that representatives of the U.S. had approved, either tacitly or explicitly, 
what was done at Lausanne. The proceedings there were throughout 
on the basis that the right course was to seek a Europeezn solution 0! 
reparations without involving the U.S. in the discussions.”’) 

When the debt was funded the U.S. Treasury held demand obliga- 
tions of Great Britain calling for interest at 5 per cent. ; and these obli- 
gations were refunded at a lower rate of 3§ per cent., ‘‘ a lower rate of 
interest than the credit of either country at that time commanded. 
The statement then made by the Debt Funding Commission was cited 
(as to capacity to pay, and the necessity of allowing the debtor to preserve 
its economic position and, if possible, improve the standard of living of its 
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citizens), and it was pointed out that “‘ the representatives of no country 
have set their hands to any agreement which they believed at the time 
did not fulfil this policy.” 

It was admitted, however, that the real question raised by the British 
Note was how could the problems which arose from the existence of these 
obligations best be dealt with under existing world conditions. The 
British objections to a method of deposit in sterling to a blocked account 
for the December payment were noted, and the Note concluded by saying 
that, ‘‘ recognising these difficulties of effecting transfer I am confident 
that Congress will be willing to consider any reasonable suggestion made 
by your Government which will facilitate payment of the sum due on 
December 15th.” 

The Foreign Office published a Note from the Soviet Ambassador 
in which he said that his Government accepted the proposal of the 
British Secretary of State for the opening of negotiations for a new 
commercial treaty and was prepared to commence the negotiations. 

December 11th.—British Note handed to State Department and 
published in Washington, and reply received. (See U.S.A.) 

December 12th.—The texts of the British Note and of the U.S. reply 
were published as White Papers, Cmd. 4215 and 4216. 

In a written reply to questions in Parliament, Mr. Chamberlain stated 
that approximately 29 per cent. of the debt to the U.S.A. would have 
been paid off by the payments which had already been made if a settle- 
ment had been made on the same basis as the French or Italian settle- 
ment. Under the terms of the existing settlement (of June 18th, 1923) 
only 4 per cent. of the capital debt had been repaid. 

if past payments were ignored, and future payments in respect of 
the capital debt still outstanding were made on the basis of the French 
settlement, the amount payable on December 15th by Great Britain 
would be $22 millions only, instead of $954 millions ; on the basis of the 
Italian settlement the figure would be $2? millions only. 

In a speech at Birmingham, Mr. Chamberlain said there was no 
question arising at the present time of their asking for any payment from 
those who owed them debts. To say that, did not mean that those debts 
were remitted—they were merely held in suspense. If it should, later 
on, be found impossible to ratify the Lausanne Agreement because the 
signatories were unable to make a satisfactory settlement with America, 
“then we come back to the position which existed before the Hoover 
moratorium and our claims upon our debtors revive in full force.” 

Referring to the U.S. reply to their Note of December 11th he said 
they had not asked that their proposals should be accepted at that stage, 
a they had reserved their right to put them forward when the discussions 

egan. 

December 13th.—It was announced that the Government had sent a 
fourth Note to the U.S. Government. This was dated December 12th, 
and was published as a White Paper, Cmd. 4217. The Government 
desired to emphasise that the purpose of their Note of December 11th 
“was to state clearly their own position in regard to the payment on 
December 15th, and to explain the circumstances in which they had 
decided to make that payment. It was not, of course, the intention 
of their Note to touch upon any matter affecting the constitutional posi- 
tion of the U.S. Government.” 

The Note should be read solely as relating to their own position, 
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that they made the payment subject to the considerations set out, and 
‘“they must reserve the right to recur to those considerations in the 
examination of the whole question to which the U.S. Government have 
agreed.” 

In reply to a question in Parliament, Mr. Chamberlain recalled the 
terms of the letter he had written to the French Finance Minister on 
July 8th. (In Cmd. 4129.) In this he said Great Britain would have 
been willing to cancel the war debt of France as part of an all-round 
cancellation, but that in the actual circumstances definite commitments 
could not be entered into until there had been a decision for ratification 
or non-ratification of the Lausanne Agreements. Meanwhile all the 
annuities had been suspended. They hoped that an agreement with the 
U.S. Government would be reached which would allow the Lausanne 
Agreements to be ratified, but in the meantime they considered it was of 
the utmost importance that no decision should be taken at present to the 
effect that Lausanne could not be ratified. Consequently, the suspension 
of payments would remain in force, ‘‘ but all the rights of H.M. Govern- 
ment under the existing agreements will . . . as stated in my letter of 
July 8th, be integrally reserved.”’ 

In answer to a further question, Mr. Chamberlain said that the agree- 
ment with France, by which she paid Britain {1 million a month, pro- 
vided that payments due to Great Britain were payments quite irre- 
spective of any other payments received by France from Germany. He 
also said, as regards any commitment to act with other debtors, ‘‘ We 
are not bound by a united front. We are entitled, and we intend, if 
we are able so to do, to make a separate settlement with the United 
States.” 

Mr. Eden stated at question time that recent correspondence with 
the Soviet Government on the statements in Jzvestia had ended in an 
explanation which closed the matter. The Soviet Government took 
responsibility only for official communications in the newspaper, and 
they dissociated themselves from the statements which had been the 
cause of the complaint. The editor had confessed that he had been 
misled by one of his correspondents, and had expressed his regret. 

Publication of Persian Government’s Note re cancellation of the oil 
concession. (See Persia.) 

December 14th.—During a debate in the Commons on the question of 
paying the December instalment of war debt to America, Mr. Chamberlain 
reviewed the history of the debts, analysed the British motives in the 
policy pursued, both in negotiation and as regards payment, and ex- 
plained the method of payment and the budgetary results. Ever since 
1920 successive British Governments had advocated the cancellation 
of all these large international payments, and hard facts had gradually 
forced others, apart from the U.S.A., nearer to the same view. Contracts 
were sacred, but so were the responsibilities of British Governments to 
their own people and to millions outside England herself. Also, the 
whole of the debt to the U.S.A. had been contracted after the entry of 
that country into the war, and had been spent there in munitions, food 
and clothing. All had been unproductive in that not a penny had been 
added to British wealth as a result of them. 

Mr. Lloyd George had written to President Wilson in 1920 suggesting 
general cancellation, but the U.S. had demanded a funding of the debt. 
The Balfour Note of 1922 had then stated that Britain would not ask 
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for more than she had to pay, and this—which was still the keynote of 
British policy—meant the waiving of £2,550 millions of what was owed 
to Great Britain. Then came the Baldwin mission, which had procured 
a remission of the debt amounting to 28 per cent., the interest being 
reduced from 5 to 3-306 per cent. 

Mr. Chamberlain then traced the declining course of the expectations 
from reparations, and showed that the crisis had only been warded off 
until 1930 because America had lent Germany the money with which 
to pay. When lending stopped, crashes followed. The Hoover mora- 
torium was an attempt to save the creditors of Germany from the 
threatened loss of their money ; and by implication it recognised the 
connection between the war debts and reparations. He then referred to 
the Hoover-Laval communiqué of October, 1931 ; the U.S. Government 
had told the British Ambassador also that the beginning of some further 
agreement depended upon Europe taking the initiative for settling its 
own affairs, and that was what the Government meant when it stated 
that the Lausanne Agreements had been reached with the cognizance 
and approval of the U.S.A. These were the reasons for thinking that 
the success of the Lausanne Conference (not without benefit to American 
investors in Europe) would cause overtures to the U.S.A. to be favourably 
received. This had not eventuated, however; the only ray of hope 
had been an American suggestion that payment should be made in 
serial bonds, but these bonds were to be marketed at once, and the 
proposal constituted no sort of postponement. 

They had found that cash, and cash only, would satisfy Congress, 
so there were only two courses open. Refusal to pay would have been 
default, whatever its motives. The effect on other debtors and the 
shock to their own moral sense would have been disastrous. A request 
for postponement of repayment of the instalment of principal would 
have been pleading in forma pauperis, and that they would not do. 
They had, therefore, decided to pay in full, but unless they had made 
it clear that the payment was not a resumption of the pre-moratorium 
régime, they would have lost the chance of including this payment in a 
final settlement ; they would have been forced to apply for recoupment 
from their debtors; those debtors would have applied to Germany, 
and this would have been the end of European good-will, the Disarmament 
Conference and the Lausanne Agreements. 

As it was, they would not finally remit more of what was owed them 
than would finally be remitted of what they owed to America, and in 
making the calculation they would take account of the present payment. 
In short, they still stood by the Balfour Note. If, in future, they agreed 
to pay the U.S.A. a capital sum, their debtors would have to meet them 
and make new arrangements. 

In conclusion, Mr. Chamberlain explained that payment would be 
made in gold; this would be paid by the Federal Reserve Bank, and 
an equivalent amount earmarked for future shipment from the Issue 
Department of the Bank of England. The payment, which would 
mean a deficit of £29} millions in the Budget, would be met out of savings 
on the interest on the floating debt and out of a reduction in the Sinking 
Fund. This showed that the process could not be repeated, and the 
position of the British taxpayers was quite enough to make them refuse 
to pay if ever they lost all hope of receiving. 
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Application by the Government to the League, ve the action of the 
Persian Government. (See League of Nations.) 

December 15th.—The Bank of England announced the sale of 
£19,633,976, in bar gold and foreign gold coin, to the Federal Reserve 
Bank of New York in exchange for dollars, for payment to the account 
of the U.S. Treasury. 

December 19th.—Mr. Baldwin stated in Parliament that the US. 
Government had agreed to enter with the Government into a joint 
examination of the whole question of war debts. 

Memorandum of the Government re the Persian Oil dispute presented 
to the League. (See League of Nations.) 

December 24th.—The third session of the Indian Round Table Con- 
ference closed, after the Secretary of State had announced some of the 
conclusions reached by the Government and the Lord Chancellor defended 
the Conference from charges of inadequate knowledge and achievement. 
Sir Samuel Hoare said they had clearly delimited the field upon which 
the future Constitution was to be built, and had delimited the spheres of 
activity of the various parts of the Constitution. They had also created 
an esprit de corps, ‘‘ that is determined to see the building that is going 
to be reared both complete in itself and completed at the earliest possible 
date.”” As regards the intentions of the Government he said that for 
effective Federation there must be accession by a reasonable number of 
States, say not less than half the States’ seats in the Federal Legislature 
and not fewer than half the population of the States as a whole. For 
the Second Chamber some system of grouping should be adopted. The 
Moslem Community should have a representation of one-third of the 
British Indian seats. . 

Every effort would be made to remove obstacles in the way of Federa- 
tion coming into being as soon as possible, and ‘‘ we do not intend to 
inaugurate any kind of provincial autonomy under conditions which 
might leave Federation to follow on as a mere contingency of the future.” 

The Government had fuliy accepted the fact that there could be no 
effective transfer of responsibility unless there was an effective transfer 
of financial responsibility. It would take every step within its control 
to make the setting up of a Reserve Bank effective as early as possible. 

Regarding the claim that statutory provision should be made for 
bringing the Reserved and the Responsible sides of the Federal Govern- 
ment into consultation on defence matters and for Army Indianization, 
directions would be given to the Governor-General in both these respects 
in the Instruments of Instructions. 

As to the safeguards, they were not intended to obstruct a real transfer 
of responsible power, or to impede the day-to-day administration of 
any Indian Federal Minister. Such safeguards as were recommended 
by the Committee were essential if the confidence of the world outside 
was to be maintained. 

December 30th.—The Government lodged with the League Secretariat 
the ratification of the Austrian loan of 300 million schillings, provided 
for in the Lausanne Protocol of July 15th, 1932. 

An agreement was signed in London with the trade representatives 
of the Soviet Government for the supply of between 395,000 and 435,000 
standards of timber during 1933. This was to represent the entire ship- 
ment of Russian sawn soft woods to Great Britain, Northern Ireland and 


the Irish Free State during the year. 
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Statement ve formation of Joint Trade Committee in Paris. (See 
France.) 
January 3rd, 1933-—Protest by Polish Government regarding remarks 
broadcast on New Year’s Eve. (See Poland.) 


Greece. 

January 37d, 1933.—The Government notified the International Finan- 
cial Commission that it intended to deposit 30 per cent. of the interest 
due on Greek external loans, including that from the U.S.A. in 1929. 


Hungary. 

December 20th.—Six important Budapest banks, including the British 
and Hungarian Bank and the National Banking Corporation, decided to 
co-operate in order to promote the exchange of goods, establishing a 


joint office for the purpose. 


India. 
December 15th_—The Legislative Assembly passed the Ottawa Tariff 
Bill without a division, after all amendments had been rejected. 
December 24th.—Close of third session of Round Table Conference. 


(See Great Britain.) 


Irish Free State. 
January 3rd, 1933.—Dail Eireann was dissolved, and the General 


Election was fixed for January 24th. 


Italy. 

December 13th.—The Fascist Grand Council closed its session with 
the adoption of resolutions recommending the reduction of foreign 
imports, but accompanied by action to encourage the international 
lowering of tariffs and by a revision of Italy’s own tariffs with a view 
to reciprocity. Countries supplying raw materials were to be approached 
= a view to placing Italy’s produce on their markets on favourable 
erms, 

December 19th.—The Cabinet approved the preliminary Estimates 
for the year 1933-34. They totalled 20,614 million lire. The expenditure 
in the Ministry of Finance was 908 millions higher than the current year, 
owing to increased interest on the public debt and the deficit on the 
railways, but the War Office estimates were 340 millions lower, the 
Marine 180 millions lower, and the Air 58 millions, a reduction of 578 
millions. The estimated revenue was placed at 17,713 millions, showing 
a deficit of 2,900 millions. The deficit for the first 5 months of the current 
year was stated to be 1,858 million lire. 

December 27th.—The Foreign Minister forwarded to the League the 
Government’s ratification of the Austrian Protocol, adopted by the 
League Council on July 15th, 1932. 


Japan. 

December 8th.—Reports reached Tokyo that Su Ping-wen had been 
handed over to the Japanese military authorities by the Soviet local 
authorities. 

Mr. Matsuoka’s speech at Geneva. (See League of Nations.) 
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December gth.—In official comment on the League resolution it was 
recalled that Japan had not recognised the Committee of 19, and had 
always opposed any action under Article 15 of the Covenant. 

December toth.—Soviet refusal to surrender Su Ping-wen. (See 
U.S.S.R.) 

December 11th.—Publication of Japan’s proposals for the limitation 
of naval armaments. (See League of Nations. Disarmament Conference.) 

December 13th.—It was understood that the Government had refused 
to take part in the work of the Commission of Conciliation (which the 
League was proposing to set up to deal with the Manchurian question) 
on the ground that the Japanese reservations regarding the reference 
of the dispute to the Committee of 19 would equally apply to the setting 
up of a “‘ conciliation ’’ committee, including the U.S.A. and the U.S.S.R., 
which would be merely an extension of the former committee. 

The Government spokesman said of the resumption of relations 
between China and the U.S.S.R. that ‘‘ the elements most disturbing 
to the peace of the world have now joined hands. Japan stands squarely 
against these forces.” 

December 17th.—The Government’s observations on the draft resolu- 
tion of the Sub-Committee of the League on Manchuria were cabled to 
Geneva. It was understood that objection was made to the scope of 
the duties of the proposed ‘‘ Conciliation ’’ Commission, the function of 
which, in the Japanese view, was not to conduct negotiations, but to 
prepare for direct negotiations between China and Japan. The re- 
affirmation of the declaration of March 11th was accepted, but Japan 
denied the League’s competence to invoke the Nine-Power Treaty—its 
duty was merely to observe the terms of the Covenant ; she also objected 
to the suggestion that chapters 9 and 10 of the Report should be used, 
as these tacitly challenged the independence of Manchukuo. 

If the Japanese amendments were to be rejected, the delegation was 
instructed to vote against the resolution. 

December 19th.—Officials in Tokyo stated that there was no objection 
to the adoption of the principles of the Lytton Report as a basis of a 
solution of the Manchurian problem as far as they conformed to existing 
realities, but several of them were out of date. On the question of the 
independence of Manchukuo it was useless to expect concessions from 
Japan. 

December 22nd.—A new political party, called the National League, 
was founded by Mr. Adachi, who issued a statement explaining that the 
party had abandoned economic liberalism and would aim at establishing 
a controlled economy (control of public utilities and shipping) as a means 
of raising purchasing power and eradicating unemployment. The pro- 
gramme included a number of new taxes designed to attract farmers 
and small merchants. 

December 28th.—The War Office issued a statement regarding the 
increase in the funds provided in the Budget for the Army. The forces 
in Manchuria were to be increased, to a total of 65,000 men within two 
years, and the mechanical equipment strengthened. 


Latvia. 
December 13th.—It was announced that the Government had decided 
to pay the debt instalment due to the U.S.A. on December 15th. 
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League of Nations. 
December 7th.—Speaking in the extraordinary meeting of the 


Assembly, Sir John Simon said the Lytton Report did not give a one- 
sided account of the Manchurian issue, but made a ‘‘ measured criticism ” 
of both China and Japan. Unfortunately there had been a deterioration 
in China since 1922 when so striking an effort was made to start her along 
the road of international co-operation. Apart from particular incidents, 
the serious fact was that League methods had not been employed, and 
it was their duty to defend the Covenant ; they were primarily concerned 
with the influence the League could exert to improve:the existing situation 
and with the seriousness of the consequences to the future of the League 
if it proved unable to do so. 

They must concern themselves with the realities. Neither side 
accepted the Report in its entirety, and both had something to concede. 
They would have to proceed upon the broad basis of the conclusions of 
history and fact which were contained in the first 8 chapters of the Report. 
They must stand by the principles of the League and must promote 
conciliation. If direct negotiations gave promise of good results they 
should encourage them by all possible means. The League might be 
able to assist in the work of conciliation and the Committee of 19 would, 
he thought, be much more effective for this purpose if means could be 
found to add to it representatives of the United States and the U.S.S.R. 

A resolution was brought forward by the delegates of Czechoslovakia, 
the Irish Free State, Spain and Sweden, to the effect that the action of 
Japan was not legitimate self-defence ; that the establishment of Man- 
chukuo was not a spontaneous movement ; that the existing situation was 
not consistent with the Covenant, the Kellogg Treaty or the Nine-Power 
Treaty ; and that the U.S. and Soviet Governments be asked to take 
part in the deliberations. 

A second resolution, moved by the Swiss and Czechoslovak delegates, 
suggested that the Committee of 19, with the addition of the Soviet and 
U.S. delegates, should devise the machinery for the task of conciliation 
under para. 3 of Article 15 of the Covenant. 

The German and Italian delegates supported Sir John Simon’s plea 
for conciliation, the former stating that it was essential that the League 
should take into account the tendency of living forces within nations to 
develop, and should direct them into pacific channels. Senor Madariaga 
said it was their duty to find means of conciliation but that first the League 
must lay down the law in regard to what had passed. 

December 8th.—Mr. Matsuoka asked for the withdrawal of the resolution 
of the four delegations, on the ground that its handling would entail 
consequences perhaps not anticipated by its authors. He complained 
that it condemned Japan and was one-sided, and quoted previous speakers 
to show that they had met to secure a settlement by conciliation. 

‘The draft resolution before us,’’ he said, ‘‘ is couched in terms 
consonant neither with fact-findings contained in the Report . . . nor with 
the principles of the League of Nations and the spirit in which we are 
assembled.” 

_ After discussion it was decided to leave the matter over for considera- 
tion by the Bureau. 

Mr. Cahan (Canada) expressed doubts whether China had a Govern- 
ment capable of fulfilling its obligations under the Covenant, and stated 
that ‘‘ any discussion of sanctions or action against a party unwilling to 
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accept settlement would be out of place at this stage of our proceedings.” 

Mr. Bruce (Australia) urged that the Assembly should not pass any 
resolution expressing censure on either of the parties. Both he and Mr. 
Cahan supported the British proposal that the U.S.A. and U.S S.R. 
should be invited to sit with the Committee of 19. 

Mr. Quo Tai-chi, referring to Sir John Simon’s suggestion for direct 
negotiations between the two parties, said China would not accept direct 
negotiations with Japan, and the idea that they would ever do so should 
be finally dismissed. China was in favour of collective negotiations 
through the League, and these might be undertaken by the Committee 
of 19, which might secure the assistance of the U.S.S.R. and the U.S.A. 

Mr. Matsuoka said there were many serious thinkers in Japan who 
felt so exasperated that their case was not understood by the League 
that they urged withdrawal. Japan was confronted with an appalling 
situation throughout the East, and was fighting single-handed to save the 
peace of the Far East, and they were confronting that situation with 
Soviet Russia outside the League. 

He also said that as to the ten principles laid down in the Lytton 
Report, the Report stated that the conditions could not be fulfilled 
without a strong central Government in China. In his opinion there 
was no hope of this for the next Io years, perhaps for 20, perhaps longer. 
Japan, he concluded, was the only bulwark against the Communist 
danger. Soviet Russia at least respected Japan, and were Japan's 
opposition withdrawn either by the League or by any other institutions 
or Powers, they might be sure that Sovietism would reach the mouth 
of the Yangtze in no time. 

December oth.—The Assembly elected M. Joseph Avenol to be Secre- 
tary-General of the League in succession to-Sir Eric Drummond. He 
received 42 votes out of 44 cast. 

Acting on the recommendation of the Bureau, the Extraordinary 
Assembly passed a resolution requesting the Committee of 19 to study 
the Lytton Report, the observations of the parties and the opinions and 
suggestions expressed in the Assembly ; to draw up proposals with a view 
to the settlement of the dispute ; and to submit these to the Assembly 
as early as possible. 

December 12th—The Committee of 19 met in private session and 
appointed a sub-committee of 5 (Sir John Simon, M. Massigli, M. Benes, 
Senor Madariaga and M. Huber) to draft a resolution on which action 
in the next stages could be based. 

December 14th.—The Secretary-General received a telegram from the 
British Permanent Foreign Under-Secretary to the effect that, a dispute 
having arisen with the Persian Government in consequence of its action 
‘“‘in purporting to cancel the concession held by the Anglo-Persian Oil 
Company,” the British Government requested that the matter should be 
submitted to the League Council in accordance with the terms of Article 15 
of the Covenant. 

December 15th—The Committee of 19 approved the ‘“‘ conclusions ” 
of the sub-committee which was drawing up a resolution on Manchuria. 
The resolution was understood to accept the first 8 chapters of the 
Lytton Report as an accurate statement, and to declare that conciliation 
should be based on the recommendations in chapter 9. It re-affirmed 
the declaration of March 11th (as to non-recognition of changes brought 
about by violation of the Covenant and other treaties), but did not lay 
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it down as a fact that there had been any such violation. It also proposed 
that the U.S.A. and the U.S.S.R. should be invited to join in the efforts 
to solve the problem. Also, that ‘‘ the Government in Manchuria should 
be modified in such a way as to secure, consistently with the sovereignty 
and administrative integrity of China, a large measure of autonomy 
designed to meet the local conditions and special characteristics of the 
Three Provinces.” 

The Council passed a resolution adopting the view of the Permanent 
Mandates Commission that the demand of the Assyrians for administrative 
autonomy in Iraq could not be accepted. 

December 18th.—The Sub-Committee of 5 considered the Chinese and 
Japanese observations on the draft resolution. 

December 19th.—The Council met to deal with the Anglo-Persian Oil 
Company dispute. The Persian Government representative asked for 
time to prepare his case, and the acting-President adjourned the 
examination until January 23rd. 

The British case was communicated to the Council in a Memorandum 
which recapitulated the history of the Concession and the stages of the 
dispute. It stated that the Government was bringing it before the League, 
not as shareholders, but as ‘‘ the Government of a State which has thought 
it necessary to take up the case of one of its nationals whose interests 
have been injured by a breach of international law committed by another 
State.” On receipt of the Persian Note of December 3rd, the Government 
had ‘‘ regretfully realized ’’ that a serious dispute had arisen and con- 
sequently proposed in their Note of December 8th to submit the matter 
to the Permanent Court of International Justice. The Persian Govern- 
ment did not admit the competence of that Court to deal with the dispute, 
and also complained that the Government were bringing ‘‘ threats and 
intimidation ”’ to bear on Persia. 

Commenting on this, the Memorandum explained that the terms of 
the Persian acceptance of the jurisdiction of the Permanent Court made 
it possible for the Persian Government to stop any proceedings at The 
Hague by an appeal to the League Council, as they clearly had proposed 
to do. H.M. Government had, accordingly, brought the matter before 
the Council under Article 15 of the Covenant. This course was justified 
by the fact that a serious breach of international law had been com- 
mitted, that any seizure of the plant or properties of the Company, or 
any official action or inaction affecting the safety of its personnel would 
produce a situation of ‘‘ the utmost gravity,” and the Government had 
observed with disquietude that the Persian Government had refused to 
accept any responsibility for any injury to the interests of the Company 
during the proceedings at Geneva. 

December 20th.—The Committee of 1g adopted unanimously a proposal 
submitted by the drafting Committee. This was to the effect that the 
Committee thought it expedient to defer its meetings to January 16th 
at the latest, to allow time for conversations regarding the texts which 
had been drawn up, indicating the basis on which conciliation between 
the contending parties should be effected and the procedure to be followed 
with that object. 

The Secretary-General received a telegram from the Persian Minister 
for Foreign Affairs, stating that his Government, in cancelling the 
concession, had no intention of creating with Great Britain a dispute 
coming under Article 15 of the Covenant. The Government stil] believed 
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that the cancellation was not calculated to provoke a conflict between the 
two Governments, seeing that they had from the outset expressed their 
desire to arrive at an equitable agreement with the Oil Company. An 
assurance was given that Persia would continue to abstain from any act 
calculated to aggravate the alleged dispute. 

December 21st.—The Secretary-General received telegrams from the 
Governments of Bolivia and Paraguay dated December 2oth in reply 
to the communications sent them. The former stated that ‘‘ the Council 
will recognise once more that Bolivia was prepared to study solutions 
based on right and justice in the Chaco question ; and that the whole 
responsibility must fall upon the adverse party, Paraguay, who has so 
roundly rejected the latest proposals of the Neutrals, after having broken 
the peace of this continent as in 1928.” 

The Paraguayan reply stated that the Government had done every- 
thing possible to avoid the war that Bolivia forced upon it, and claimed 
the right to demand conditions of effective security before laying down its 
arms. It was only prepared to accept the cessation of hostilities on the 
basis of the evacuation of the Chaco and disarmament, and it reiterated 
its decision to submit the dispute to an international jurisdiction when 
peace was restored. 

December 27th—The Convention creating an international relief 
union for people overtaken by disaster came into force. Twenty-seven 
countries acceded, including the principal Powers (but not the U.S.A., 
U.S.S.R., or Japan) and most of the other countries of Europe. 

December 31st.—The French Government’s ratification of the Austrian 
loan Protocol was deposited with the Secretariat. 

January Ist, 1933.—The Secretariat circulated to the Council and to 
all League members a memorandum from Dr. Wellington Koo, in reply 
to the Japanese memo. of November 28th and to the speeches of the 
Japanese delegate. This denied the charge that China had “‘ openly 
and consistently pursued ’’ an anti-foreign policy. China had, however, 
always contested Japan’s claim to the right by treaty to station troops 
in the S.M.R. zone, and if there had ever been a shadow of such a right, 
it had clearly lapsed in 1917. As regards Shanghai, no treaty in force 
gave any authority to send troops to that great metropolis of China. 


DISARMAMENT CONFERENCE. 


December 7th—The conversations between the representatives of 
the five Powers (Great Britain, France, Italy, Germany and the U.S.A.) 
were continued and dealt principally with a proposal put forward by 
Mr. Norman Davis that the Conference should place on record in a 
convention the measures of qualitative disarmament already agreed 
upon and then hand over to a Permanent Commission the task of dealing 
with the major outstanding problems (such as those of clearing up the 
questions of ‘‘ equal rights’ and “‘ security ’’) until the end of 1936. 

December 8th.—Baron von Neurath asked the representatives of the 
other four Powers for some further clarification of the formula for equality 
of status. (By this Germany was to be accorded equality of rights 
within a system that provided security for all nations.) He asked, 
(1) was equality of status to receive practical effect in the future con- 
vention ‘‘ in every respect ’’? or would equality be the starting point 
of future discussions ? and (2) did the term ‘‘ system which provides 
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security for all nations ”’ include the element of security that lay in 
general disarmament ? 

The French delegates wished to know, first, what the Germans meant 
by equality of status. 

December 11th.—The Five Power conversations came to an end with 
the signature of a declaration that ‘‘ the Governments of the U.K., 
France and Italy have declared that one of the principles that should 
euide the Conference should be the grant to Germany, and to other 
Powers disarmed by treaty, of equality of rights in a system which 
would provide security for all nations, and that this principle should 
find itself embodied in the convention containing the conclusions of the 
Conference. This decision implied that the respective limitations of 
the armaments of all States should be included in the proposed Con- 
vention. It is clearly understood that the methods of application of 
such equality of rights will be discussed by the Conference, On the 
basis of this declaration Germany has signified its willingness to resume 
its place at the Conference.”’ 

The third part declared that ‘‘ the Governments of the U.K., France, 
Germany and Italy are ready to join in a solemn reaffirmation to be 
made by all European States that they will not in any circumstances 
attempt to resolve any present or future differences between the signa- 
tories by resort to force. This shall be done without prejudice to fuller 
discussion on the question of security.” 

The statement concluded with a declaration that ‘‘ the five Govern- 
ments of the U.K., the U.S.A., France, Germany and Italy declare that 
they are resolved to co-operate in the Conference with the other States 
there represented in seeking without delay to work out a convention 
which shall effect a substantial reduction and limitation of armaments 
with provision for future revision with a view to further reduction.” 

M. Litvinoff arrived in Geneva for the meeting of the General Com- 
mission. 

The Japanese naval proposals were communicated to all the delegates. 
The memorandum containing them stated that it should be the guiding 
principle of the Conference to ‘‘ seek to reduce those forces which are 
aggressive in character and strong in offensive power, and to find a fair 
and rational solution of the problem in such a way as to meet existing 
conditions, giving due consideration to the geographical situation and 
special circumstances of the various countries, so that the sense of 
security may not be impaired.” 

The Government proposed as a practical and effective procedure 
‘that the general outline of agreements to be concluded shall form the 
subject matter of prior negotiation between the United States, the 
British Empire, France, Italy and Japan, as was contemplated by the 
resolution of July 23rd ’”’ ; and ‘‘ that a distinction shall be made between 
powerful naval vessels, which possess a high degree of relativity as 
between Powers, and less powerful vessels, which, having a close relation 
to geographical situation and special circumstances, are primarily 
necessary for defence and patrol services.’’ Capital vessels and large 
cruisers, on the one hand, and small vessels, on the other, should be dealt 
with separately. 

_ For the purpose of special agreements, the world should be divided 
into, the Pacific, Atlantic, European and South American groups, and 
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the reductions in the tonnages to be actually retained by a country 
should be agreed upon between it and the others of the same group. 

As the “‘ basic idea ’’ of strengthening defensive power by weakening 
offensive power demanded a larger sacrifice on the part of larger navies, 
these should be prepared to take the lead in reduction. 

The proposals as to maxima for each type of vessel were as follows :— 
Capital ships, maximum size 25,000 tons, with 14 inch guns; A class 
cruisers, 8,000 tons, with 8 inch guns ; B class cruisers, 6,000 tons, with 
6-1 inch guns; destroyers, 1,500 tons, with 5-1 inch guns; and sub- 
marines, 1,800 tons, with 5-1 inch guns. Aircraft carriers should be 
abolished. 

The aggregate tonnage of the fleets should be reduced, in respect of 
capital ships and A class cruisers, to U.S.A., 275,000 tons (11 units) ; 
British Empire, 275,000 tons (11 units) ; Japan, 200,000 tons (8 units) ; 
France, 150,000 tons, and Italy, 150,000 tons. In A class cruisers the 
U.S.A. and Great Britain should have 96,000 tons and Japan 80,000, 
while France and Italy should each have 56,000 tons. The aggregates 
for smaller cruisers, destroyers, etc., should be the same for all five 
Powers, i.e., 150,000 tons each for cruisers and destroyers, and 75,000 


tons for submarines. 


Mexico. 

December 15th.—It was learnt that, in a letter dated December 3rd, 
the Government had given the League of Nations two years’ formal 
notice of its withdrawal from membership. This, it was stated, was 
due entirely to the economic depression, and did not mean that Mexico 
“will be inevitably obliged to leave the League, with whose lofty ideals 


she identifies herself.’ 


New Zealand. 

December 18th.—It was understood that the Government had agreed 
that they should not accept without question the British Government's 
offer to continue the postponement of payments of war debt instalments, 
in view of the British payment to the U.S.A. The Government had 
informed Great Britain that, if the offer was made on the assumption 
that their own payments due to America could also be postponed, 
New Zealand would feel bound to resume liability, and suggested that 
Great Britain might desire to review the position. 


Nicaragua. 

January ist, 1933.—Dr. Juan Sacasa was instituted as President of 
the Republic. 

The U.S. Marines began to carry out the withdrawal of the last con- 
tingent, in accordance with the arrangement for handing over the conduct 
of the preservation of order to the local militia as from January Ist, 1933. 


Persia. 

December 8th.—Statement in Parliament regarding Note from British 
Government. (See Great Britain.) 

December 13th.—The terms of the Government’s Note in reply to 
the British Note of December 2nd were published. (The Government s 
Note was handed to the British Legation on December 12th.) This 
pointed out that the cancellation of the oil concession was based on the 


420 





45 


following facts:—(1) The original concession was obtained under 
pressure. (2) The amount of royalty paid had been unfairly calculated. 
(3) Persians were not allowed to check the accounts. (4) No royalty 
had been paid during the war. (5) The Company had refused to pay 
income tax. (6) Reckless expenditure by the Company in other parts 
of the world was detrimental to the interests of the Persian oil industry. 
(7) The cost of oil in Persia was excessive. (8) The Company had failed 
tully to exploit the oilfields, and (g) It had refused to send a representative 
to negotiate in the summer. 

The Government refused to admit its liability to accept the judgment 
of the Permanent Court, since that Court could not deal with a dispute 
between the Persian Government and a commercial company. It also 
refused to admit any liability for damage done to the company’s affairs. 
Finally it regretted that it was impossible to start negotiations with the 
Company owing to the fact that the British Government had adopted 
a threatening attitude. It considered this attitude incompatible with 
the spirit of uprightness and desire for peace which should prevail between 
friendly members of the League of Nations, and therefore considered 
itself as within its rights in bringing to the notice of the Council the 
threats and pressure directed against it by the British Government. 

December 14th.—Application to League Council by the British 
Government. (See League of Nations.) 

December 15th.—The Foreign Minister read in the Mejliss the text 
of the Notes exchanged with the British Government regarding the oil 
concession. He said they had two reasons for cancelling it ; the Govern- 
ment was not satisfied in principle with the concession because it did 
not agree with Persian legitimate interests ; and the Company had not 
complied with its terms. They had accordingly come to the conclusion 
that, so long as they considered the concession valid, they would not 
succeed in ameliorating the position. Their sole object in cancelling it, 
however, was to place relations with the Company on a sound basis, 
to safeguard the interests of both parties. Unfortunately the interference 
of the British Government had prevented them from beginning 
negotiations with the Company. 

The oil, he pointed out, was the property of the Persian nation. 
Because, in the past, the Persians had been negligent and corrupt, giving 
away national wealth in a deceitful transaction, there was no reason why 
the same procedure should continue to-day. The Government, he 
concluded, bore no ill-will to the British Government and the Company, 
or to any foreigner. 

December 20th.—Ratification by the Mejliss of the cancellation of the 
Oil Concession was sent through the Premier’s Office to the Minister 
of Finance. The action of the Mejliss was described by the press as a 
vote of confidence by the entire Persian people in the Government's 
action. 

Telegram to League re Oil dispute. (See League of Nations.) 

December 25th.—It was learnt that the Shah had dismissed Mirza 
Abdul Husein Khan Timurtash, his Minister of the Court. 


Poland, 


_- December oth.—Presentation of further Note ve War debts to U.S. 
Government. (See U.S.A.). 
December 12th.—A semi-official statement was issued to the effect 


421 





46 


that the Government would refuse to be bound in any way by the Geneva 
agreement conceding the principle of equality of status to Germany. 
December 14th.—Communication to U.S. Government re debt instal. 
ment. (See U.S.A.). 
December 16th.—The U.S. reply to the Government’s second Note on 
the debt was received. This refused to consider the Polish proposal. 
January 2nd, 1933.—A commercial agreement with Germany was 
concluded in Warsaw, providing that Germany should be allowed to 
export hides and yarns in exchange for Polish dairy produce. 
January 3rd.—The Ambassador in London sent a Note to the British 
Foreign Office taking exception to certain remarks on Poland contained 
in the commentary by which the B.B.C. had preceded relays from several 
European capitals on New Year’s Eve. He “‘ protested against the 
use of the radio station for purposes of political propaganda directed 
against a friendly nation, and requested that steps should be taken to 
make the repetition of such an abuse impossible.’’ (In the broadcast 
mention was made of the fact that Poland spent 30 per cent. of her 
budget on armaments.) 


Siam. 

December toth.—The King signed the new Constitution, which ac- 
cordingly came into force. This had been drafted as a result of a move- 
ment by 53 officers of the Army and Navy and leading civilians in June. 


South Africa. 


December 27th.—The Treasury issued a statement to the effect that, in 
view of the political situation, which had caused abnormal purchases of 


foreign exchange, the Reserve Bank was relieved of the responsibility 
of redeeming notes in gold. (Mr. Tielman Roos had announced his 
intention to return to politics and he was expected to exert enough 
influence to overthrow the Government. He was also understood to 
advocate abandoning the gold standard). 

December 28th.—It was learnt that the Government had decided not 
to link the South African pound with sterling or to devaluate the currency, 
and the Minister of Finance, in a statement to the press, said, ‘‘ We are 
virtually off gold. The banks will have to quote exchange on a new 
basis.” 

The Chamber of Mines informed the Minister of Finance that the 
refusal of the Reserve Bank to honour its notes in gold constituted an 
abrogation of the agreement between the Chamber and the Bank, and 
left the former free to sell its gold output to the highest bidder. 

In a speech at Johannesberg, Mr. Tielman Roos said that the three 
factors essential for the prosperity of the country were: (1) A coalition; 
(2) the elimination of racialism, and (3) devaluation of the South African 
pound. 

December 29th.—In a further statement on the currency position, the 

-Minister of Finance said the Government took Parliament’s decision 
not to devaluate as final. The unceasing outflow of money (something 
like £3 millions had left the country in three days) caused by speculators 
in the hope that the Union would be forced off gold, was comparable t? 
the loss in value which followed the departure of sterling from gold. The 
Government had been able to protect the stability of its currency untl 
Mr. Roos had issued his devaluation manifesto and the expectation that 


422 





at, in 
es of 
bility 
1 his 
ough 
1d to 


1 not 
ency, 
e are 

new 


three 
10N ; 
rican 


, the 
ision 
thing 
ators 
Je to 

The 
until 
that 


47 


his step would place the advocates of devaluation in office. That had 
increased the attraction of speculation to such an extent that one bank 
had had to decline applications for remittances to England. He said 
that the Chamber of Mines had a free hand as to selling its output, and 
the banks had a free hand in fixing rates of exchange, which would find 
their own level in trade conditions. 


Spain. 

December 14th.—Colonel Macia was elected by the Corts as the first 
President of Catalonia. 

December 20th.—The Catalan Government was sworn in, with Senor 
Lluhi as head of the Cabinet. His position was that of a temporary and 
personal delegate of the President. 

December 26th.—A new Parliamentary Party was formed, named the 
Federation of Left Republicans. It comprised the Prime Minister’s 
party, the Republican Federation of Galicia, the Catalan Left, and the 
Radical-Socialists, representing 150 seats in the Cortes. 

December 28th.—The Cortes voted the Budget by 236 votes to 20. Ex- 
penditure was estimated at about {115 million, and revenue at approxim- 
ately the same figure (2 million pesetas, or £50,000, less). The revenue 
included the issue of State bonds to a value of about £15 million (600 
million pesetas). 

December 29th.—The police in Barcelona discovered the existence of 
a plot for a general revolutionary movement all over the country, in 
which a number of Army rank and file were implicated. A large number 
of bombs and rifles were seized. 


Switzerland. 


December 15th.—Federal Councillor Edmond Schulthess was elected 
President of the Confederation by a joint meeting of the two Chambers. 


U.S.A. 


December 7th.—The President sent his Budget message to Congress. 
The estimates of revenue submitted included $268 millions odd, 
representing principal and interest of ‘‘ foreign obligations” for the 
remainder of the fiscal year 1932-33 and $328 millions odd for the year 
1933-34. Predicting a deficit in the current year of $1,146 millions and 
one of $307 millions in 1933-34, Mr. Hoover stated that ‘‘ such situations 
cannot continue without disaster to the Federal finances.’’ He urged 
that Congress should reduce Government salaries by 11 per cent. and 
enact new taxes, é.g., an excise tax of 2} per cent. applicable to everything 
except foodstuffs ; also cut the amount being spent in benefits to war 
veterans by $127 millions. 

_The requested appropriations for 1933-34 totalled nearly $4,219 
millions ($478 millions less than the estimated expenditure for the current 
year). This included $309 millions for the Navy and $272 millions for 
the Army, representing reductions of $20 and $18 millions respectively. 
For new naval construction in 1934 $38,845,000 was asked, to cover the 
modernisation of 3 battleships and the laying down of two 8-inch gun 
cruisers, in January 1933 and January, 1934 respectively. For the Air 
Corps, appropriations were requested for the construction of 375 new 
machines, making the total 1,537. 


423 





48 


The total reductions in the defence estimates for 1934 amounted to 
$46 millions. 

The speeches in Congress were nearly all in agreement in demanding 
payment of the war debts. Mr. Treadway (Republican), said, ‘‘ I know 
that I voice the sentiment of my colleagues when I repeat that there is 
no possible way in which a change can be made in the present commit- 
ments.” 

December 8th.—The Government’s reply to the French request for 
postponement of the December payment of war debts was handed to the 
French Ambassador. 

Communication to British Government of the Government’s Note 
ve war debts. (See Great Britain.) 

December oth.—The Polish Ambassador presented a Note to the State 
Department making a request for a postponement of the debt payment 
due on December 15th. 

December 11th —A Note was received from the British Government, 
stating that it had decided to pay the $95,500,000 due on December 15th ; 
that the payment would be made in gold, and that the Government 
proposed to treat it as ‘‘ a capital payment ’’ on account of “‘ any final 
settlement.’’ The U.S. suggestion for a close examination between the 
two countries of the whole subject was welcomed, and comments on 
certain of the views expressed in the American Note would be reserved 
for then, but the Government thought it right to state that they saw no 
reason to modify the general conclusions set forth in their Note of 
December Ist. As regards the question of transfer ‘‘they remain con- 
vinced that no solution other than suspension would obviate these 
difficulties,’’ and the Note continued, ‘‘ For the reasons which have 
already been placed on record, H.M. Government are convinced that the 
system of inter-Governmental payments . . . as it existed prior 
to President Hoover’s initiative on June 20th, 1931, cannot be revived 
without disaster . . . In the view of H.M. Government, therefore, 
the payment to be made on December 15th is not to be regarded as a 
resumption of the annual payments contemplated by the existing Agree- 
ment. It is made because there has not been time for the discussion 
with regard to that Agreement to take place, and because the U.. 
Government have stated that in their opinion such a payment would 
greatly increase the prospects of a satisfactory approach to the whole 
question.”” The December payment would, accordingly, be treated as a 
capital payment, and would be made in gold, as the least prejudicial 
of the methods open, and the Government concluded by urging the im- 
portance of an early exchange of views so as to conclude the discussion 
before June 15th, 1933, “in order to obviate the risk of a general 
breakdown of existing inter-governmental agreements.” 

The U.S. Government’s reply was handed to the British Ambassador 
This, while welcoming the decision to pay the December instalment, 
drew attention to the fact that the Secretary to the Treasury had no 
authority to accept payment except as provided under the terms of the 
Funding Agreement. The ultimate decision in respect of funding 
amending these obligations was reserved to Congress, and the Executive 
had no power to amend or alter them, either directly or by implied com- 
mitment. The sum received on December 15th would have to be credite¢ 
to principal and interest, as provided in the Agreement. 
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With regard to the question of an exchange of views and close exam- 
ination of the whole subject in preparation for the international economic 
conference, the Government’s previous Note had stated that the President 
was prepared to survey the entire situation in co-operation with the 
British Government, but ‘‘ meanwhile . . . great importance is 
attached by our Government and people to the maintenance of the 
original Debt Agreement in force, and that a satisfactory approach to the 
whole question would be greatly increased by the pursuance of such a 
policy.”’ It would, therefore, seem undesirable that any steps should be 
taken which might cause misunderstanding and increase the difficulties 
to be overcome. The Secretary of State also said that he assumed that 
the British Government ”’ are not proposing to make this payment other- 
wise than in accordance with the terms of the Funding Agreement, but 
that you are stating your views as to the steps which your Government 
may desire to propose subsequently, after re-examination of the whole 
problem.” 

December 14th.—Fall of the French Government and consequent 
refusal to pay the December debt instalment. (See France.) 

The Belgian Ambassador informed the Secretary of State that “‘ cir- 
cumstances ’’ made the payment of his Government’s December instal- 
ment impossible. The Polish Ambassador also informed him that the 
payment of the interest due could not yet be promised. (The postpone- 
ment of the capital payment had already been agreed to.) 

December 15th.—lt was announced in Washington that Great Britain, 
Italy, Czechoslovakia, Finland, Latvia and Lithuania had paid their 
war debt instalments. The countries in default were France, Belgium, 
Poland, Hungary and Estonia. 

December 16th.—Government’s reply to second Polish Note. (See 
Poland.) 

December 17th.—A conference was held at the White House, in which 
the Secretary to the Treasury, the Governor of the New York Federal 
Reserve Bank, and Senator Reed Smoot took part. 

The Senate passed the Bill providing for the ultimate independence 
of the Philippine Islands. When enacted into law, it was to be voted 
on by the Philippine Legislature ; the new island Constitution, when 
drafted, was to be approved by a popular vote of the inhabitants. After 
the adoption of the Constitution, the Islands were to enter on a 12 year 
period of preparation, at the end of which they would automatically 
reach full independence. 

December 19th.—President Hoover sent a Message to Congress on the 
subject of foreign debts. After a preliminary review of the world 
economic situation he said that, of a total of about $125 millions due, 
Czechoslovakia, Finland, Great Britain, Italy, Latvia and Lithuania 
had made payments amounting to $98,685,910, ‘‘ despite the difficulties 
inherent in these times,’”’ and he continued, “ in the case of some of these 
countries (the defaulting Governments) such failure was unquestionably 
due to the inability in the present situation to make the payment con- 
templated by the agreements. Certain nations have specifically stated 
that they do not see their way clear to making payments under these 
agreements for the future. Thus our Government and people are con- 
fronted with realities of a situation in connection with debts not hereto- 
fore contemplated.”’ He said he did not intend going into such questions 
as the respective capacities of other Governments to pay, but did wish 
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to point out that, except in one country, the taxation required for pay- 
ments of the debts did not exceed one quarter of the amounts being 
expended on their military establishments, and “as their maintained 
armaments call for a large increase in expenditure on our defensive forces 
beyond that of before the war the American people naturally feel that 
cancellation of these debts would give us no relief from arms, but would 
only free large sums for further military preparations abroad.’’ He then 
pointed out that in normal times triangular trade was a very large factor 
in world exchanges, so that payment of the debts was not confined to 
direct shipments of goods or payment in gold. Also American tourist 
expenditure and emigrant remittances exceeded, to most of the debtor 
countries, the amount of the debt payments. America had made double 
the total sacrifice of any other nation in bringing about the moratorium, 
“which served to prevent the collapse of many nations in Europe.” 

His views, Mr. Hoover continued, were well known; “I will not 
entertain the thought of cancellation. I believe that, whatever 
further sacrifices the American people might make by way of adjust- 
ment of cash payments must be compensated by definite benefits in 
markets and otherwise.’”’ In any event, however, they must honour 
the request for discussion of these questions by the nations who had sought 
to maintain their obligations to them. 

The decision to exclude debt questions from the World Economic Con- 
ference was a wise one, but the success of that Conference would be greatly 
furthered if the debt problem were explored in advance, It was of great 
importance that “‘ preparatory action ’’ should be taken at once, and it 
was clear that the ordinary diplomatic agencies were not suitable for 
conducting negotiations which could best be carried on across the table 
by specifically qualified representatives. The discussion of debts was neces- 
sarily connected with the solution of the major problems at the World 
Economic Conference and the Arms Conference ; “ the ideal way, there- 
fore, would seem to be that some of our representatives on these matters 
should be selected at once, who can perform both these functions ot 
preparing for the World Economic Conference and exchanging views upon 
debt questions with certain nations and advising others on the course to 
be pursued. It would be of advantage for some of them to be associated 
with the Arms Conference.” 

All these discussions could not be concluded during his administration, 
but the undertaking of these preliminary questions should not be delayed 
until after March 4th, and he proposed to seek the co-operation of Mr. 
Roosevelt in the organisation of the requisite machinery. As Congress 
had declined to authorise the creation of a Debt Commission, it appeared 
necessary, ‘‘ in the situation, as it has developed,’ for the Executive to 
proceed. Obviously, any conclusions would be subject to approval by 
Congress. 

A formal request from Mr. Hoover was sent to Mr. Roosevelt asking 
him to co-operate in the setting up of machinery for negotiation with 
foreign, debtors. 

December 22nd.—The correspondence between Mr. Hoover and Mr. 
Roosevelt was published in Washington, and the former issued a state- 
ment that ‘“‘ Governor Roosevelt considers that it is undesirable for him 
to assent to my suggestions for co-operative action on foreign problems 
outlined in my Message to Congress. I will respect his wishes.” 

On December 17th Mr. Hoover asked his successor whether he would 
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join in the choice of a delegation to study debts and the world economic 
situation in order to save time. Mr. Roosevelt urged that the appoint 
ment of permanent delegates and the final determination of the pro- 
gramme of the World Economic Conference should be held over until 
after March 4th. He held that disarmament, debts, and economic problems 
required selective treatment, though the relation between any two or 
all of them might eventually become clear. Meanwhile, any debtor 
nation which desired to approach the U.S. Government should be given 
the earliest opportunity to do so. The President, he pointed out, had 
authority to conduct an investigation without seeking the approval of 
Congress. 

Mr. Hoover replied, on December 2oth: “I am unwilling to admit 

that co-operation cannot be established between the outgoing and in- 
coming Administrations. With a view to securing co-operation I would 
be glad if you designate Mr. Owen Young, Col. House, or any others of 
your party to sit with the principal officers of this Administration in an 
endeavour to see what steps can be taken to avoid delays of precious time. 
| have no intention of committing the incoming Administration to any 
olicy.”” 
On December 21st Mr. Roosevelt wired saying that as they were 
agreed that commitments to any policy before March 4th were impossible, 
there remained only “ the possibility of exploratory work and preliminary 
surveys.” He would gladly receive information and expression of opinion, 
but ‘‘ for me to accept any joint responsibility in the work of exploration 
might well be construed by the debtor or other nations, collectively or 
individually, as a commitment—moral, even though not legal—as to 
policies and courses of action. The designation of a man or men of such 
eminence as your telegram suggests would not imply mere fact-finding ; 
it would suggest a presumption that such representatives were empowered 
to exchange views on matters of large and binding policy.” 

Accordingly he suggested that Mr. Hoover should proceed with the 
selection of his representatives to conduct the preliminary exploration 
with individual debtor nations, and he himself would be happy to receive 
their information and expression of opinion ; he would also be glad to 
consult with Mr. Hoover freely during the period prior to March 4th. 

December 23rd.—In a statement at Albany Mr. Roosevelt expressed 
surprise at Mr. Hoover’s remark that he (Mr. Roosevelt) considered it 
undesirable to assent to co-operative action on foreign problems, because 
he had made to the President, he said, a definite suggestion that he 
should select his representatives to make preliminary studies and had 
asked that he should be kept advised as to progress and had offered to 
consult freely with Mr. Hoover. He concluded, “I hope that this 
practical programme and definite offer of co-operation will be accepted.”’ 

December 28th—The Budget Estimates for 1933-34 showed the 


| appropriations for the Navy at $330 millions odd, and for the Army at 


$394 millions. In a Budget Message the President estimated the appro- 
priations for national defence at a total of $586 millions odd, after 
excluding all non-military items. Included in the Army Estimates was 
provision for maintenance and operation of Army Air Corps activities 
and for 375 new machines to bring the Air Corps total of planes to 1,537. 
In the Navy, the sum allotted for new vessels was $38,845,000, and the 
total available for construction, including modernisation, etc., was 
$53,380,000. 
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December 2gth.—The House of Representatives passed the Bill giving 
independence to the Philippine Islands in to years. 


U.S.S.R. 

December 7th.—Demand for an apology by the British Government, 
(See Great Britain.) 

December 8th.—Reply to the British Governmeut. (See Great Britain) 

December oth.—Publication of Note from Ambassador in London to 
British Foreign Secretary re trade negotiations. (See Great Britain.) 

December toth.—It was learnt that the Foreign Commissar had 
refused to comply with a Japanese request that Su Ping-wen should be 
handed over to them. He replied that it was an internal question, and 
it was understood that he had given the Chinese General permission to 
travel to Europe via Moscow. 

With a view to carrying out a ‘‘ purge’”’ of the Communist Party, 
orders were issued to organisations throughout the Union to cease ad- 
mitting new members or probationary members. Existing members 
were to undergo a disciplinary examination. 

December 12th.—By letters exchanged, at Geneva, between the 
Foreign Commissar and Dr. Yen, diplomatic relations were resumed 
with China. M. Litvinoff issued a statement to the press to the effect 
that the policy of his Government dictated the establishment of norma! 
relations with all States, and did not consider the rupture or refusal of 
relations to be a suitable means of regulating international questions 
It was most unlikely that anyone in China could think that the regret- 
table events which led to the rupture of relations between the two 
countries were of any benefit to China. He recalled the proofs the 
Soviet had given of their friendship for China (the abandonment of extra 
territoriality, etc.) and said it was by his Government’s “‘ feelings of 
disinterestedness and friendship ”’ and not ‘‘ by any temporary considera- 
tions ’’ that the restoration of relations had been dictated. He concluded 
‘* the Soviet Union has its hands unfettered by any secret political com- 
binations or agreements. Consequently the improvement of its relations 
with one country does not mean the worsening of its relations with 
another.” 

December 14th.—Decrees were issued prohibiting all increases in wages, 
payment for overtime, or increases in the personnel of the supply com- 
missariat. 

December 18th.—A large number of ‘‘ surplus’ workers in industr 
were dismissed, and it was reported that if the programme were adhered 
to over 1 million employees would be dismissed before the end of the year 

December 19th.—A ‘‘ purge ’’ of the Communist Party was begun and 
several directors of State farms were expelled, charged with ‘‘ cheating 
the Party and wrecking grain plans.’ 

Reports were current that three prominent officials had been arrested— 
Eismont, Supply Commissar for the R.S.F.S.R.; Tolmacheff, in charge 
of road transport ; and Smirnoff, formerly a member of the Presidium 
of the Council of Commissars of the R.S.F.S.R. 

December 21st.—The Government consented to the appointment ©! 
Dr. W. W. Yen as Chinese Ambassador in Moscow. 

December 27th.—A decree was published establishing a uniform pas» 
port and registration system, first in certain large towns, and later 
throughout the Union. The object was stated to be to take a new census 
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and redistribute excessive town populations, by transferring surplus 
labour to the rural districts. All citizens above the age of 16 living in 
towns and workers’ settlements, or engaged on State farms or transport 
work were obliged to have passports, which would be considered only as 
identification papers. 

Report re barter transaction with Canada. (See Canada.) 

December 30th.—Signature of agreement for supply of timber to Great 
Britain. (See Great Britain.) 

January ist, 1933.—New Year's Day was celebrated throughout the 
Union as ‘‘ Shock Worker Day,” being the first day of the second Five 
Year Plan. The press recorded the completion of the first plan in 
4} years. Jzvestia published an article by Radek on foreign policy, 
calling attention to the necessity of a Soviet-Japanese pact. 


Yugo-slavia. 

December 12th.—Expiry of Treaty of Friendship with France 
(subsequently renewed). (See France.) 

December 18th.—An extraordinary meeting of the Conference of the 
Foreign Ministers of the countries of the Little Entente opened in Belgrade 
to deal with the proceedings of the Disarmament Conference and the 
question of the grant of equality of rights to the defeated nations. It 
also considered non-German reparations and war debts, the results of 
the Stresa Conference, and the campaign for the revision of frontiers and 
Italian support of Hungary and Bulgaria. 

December 19th.—The Conference concluded, after agreement had been 
reached as to a course of action at the Disarmament Conference. It 
was decided to set up a permanent organisation, or ‘‘ Council of the Little 
Entente,”’ which was at once established, to protect the common interests 
of the three countries. It was to meet three times a year. 


INFORMATION DEPARTMENT MEMORANDUM. 


A mimeographed Memorandum dealing with Foreign Short-Term 
Loans in Germany, 1919-1932, has been issued. 70 pp. Price 2s. (to 
members of Chatham House, 1rs.). 
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DOCUMENTS IN PERIODICALS. 


L’Europe Nouvelle, dated December 3rd, 1932. 


I. 


2 


3: 


Pact of Non-aggression concluded between France and the U.S.S.R, 
November 29th, 1932. 

Letter from M. Dovgalevsky to M. Herriot. 

Note by the Quai d’Orsay. 


L’Europe Nouvelle, dated December roth, 1932. 


 e 


> 


-- 


3- 


4. 
5. 


6. 


Table of amounts (in dollars) payable to the U.S.A. on December 15th 
on account of War Debts. 

Texts of first British and French Notes to the U.S. Secretary of State, 
November 11th, 1932. 

Texts of the American replies to the first British and French Notes, Novem- 
ber 23rd, 1932. 

Declaration by President Hoover, November 23rd, 1932. 

Communiqué issued after the Hoover-Roosevelt conversations, November 
13th, 1932. 

Texts of the second British and French Notes, November 30th and 
December Ist, 1932. 


‘Europe Nouvelle, dated December 17th, 1932. 
‘ay Debts. 


5. 


8. 


9. 


The American reply to the British Note of December Ist, 1932. 

The third British Note, December roth, 1932. 

The American reply to the third British Note, December 11th, 1932. 

British reply to the U.S. Government, December 13th, 1932. 

American reply to the second French Note, December 8th, 1932. 

Text of draft note to the U.S. Government approved by the French Cabinet 
December 13th, 1932. 

Text of the Resolution proposed by the Committees of Finance and Foreign 
Affairs of the French Chamber, December 13th, 1932. 

Declaration of the British Government regarding debts owing to Great 
Britain, December 6th, 1932. 

Letter of the (British) Chancellor of the Exchequer to the French and 
Italian Governments, July 9th, 1932.- 


L’Euvope Nouvelle, dated December 31st, 1932. 
Table of Documents published during 1932. 


The Economist, dated November 12th, 1932. 
Special War Debts Supplement. 
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FORTHCOMING EVENTS. 


Quadrennial Conference of the Student Christian 
Movement 


*Preparatory Cinmeniaee of Experts for the Ww orld 
Economic Conference 


Committes of Experts to pa * World 
Economic Conference ; 


*Financial Committee 
International Tourist Conference 


*Tripartite Conference on Reduction of Hours o f 
Work ‘ ns ‘ 


*7oth Session o1 the cons Council ii 

*Meeting of the Bureau of the Disarmament 
Conference , bis “se _ 

*Permanent Central Opium Board 

*61st Session of the Governing Body, I.L.O. 


*General Commission of the Disarmament Con- 
ference... 


*Supervisory Committee - 
International Commission of the Elbe 
Rotary International Conference ... 
1st International Trade Congress 
World Economic Conference 

*Annual Conference of the I.L.O. og 
Congress of International Chamber of Commerce 
International Cotton Congress 
25th Esperanto World Congress ... 
4th International Boy Scout Jamboree ... 
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